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The futurecur- 
rency. 


The proposition of the 

administration, as ad- 
vanced in the President’s message and 
the report of Secretary Carlisle, is that 
the greenbacks treasury notes 


should be redeemed with the proceeds 


and 


of gold bonds and retired from circula- 
tion; and. their place supplied by cur- 
rency to be issued by the national banks, 
who should be allowed to issue notes to 
the face value of deposited bonds, and 
the tax on national bank circulation be 
reduced to one-fourth of 1 per cent. 
We believe that this proposition is in 
the line of sound finance, and that, if 
adopted, we would have a better cur- 
rency system than one, wherein the de- 
mand notes of the Government are 
continued as a part of our volume of 
credit money. Side by side in the 
present journal, we publish able expo- 
sitions of each of the two opposing 
theories of currency. The president of 
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a New Jersey bank, in what he terms a 
‘‘Currency Primer” forcibly argues for 
the continuation and extension of the 
greenback, as our sole credit currency, 
all bank issues to be extinguished, giv- 
ing reasons why, 1n his opinion, the de- 
mand paper of the Government is the 
safest and best form of credit money. 
On the other hand, the president of a 
bank in Buffalo, N. Y., in an address of 
much force, calls for the retirement of 
the greenback, and for a bank currency 
of such character as may be determined 
by an expert commission. 

We think it is the function of the Gov- 
ernnment to coin money and certify its 
value, and to issue paper substitutes or 
certificates representing deposited coin, 
for convenience in circulation; but we 
do not believe it is a desirable thing for 
the Government to go further, and issue 
a credit currency, the only value to 
which is the promise of the Government 
to pay. All forms of money should be 
as good as the standard, which is gold. 
All paper, or credit, money should con- 
form to this requirement, by having 
specific security or value behind it. The 
Government demand notes do not con- 
form to this requirement. They are 
merely the Government’s promise to pay 
dollars. They have not all times been 
equivalent to gold. At times in our 
history, as many as two hundred and 
fifty paper dollars have been required to 
equal in purchasing value, one hundred 
dollars gold. Even now, the proposi- 
tion is advanced in the halls of congress 
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to redeem government notes with silver 
dollars, In this event they would not 
be the equivalent in value of gold. The 
fact that there is an element in the 
country who advocate the redemption 
of the greenback in a _ depreciated 
medium—only kept at par with gold by 
the administrative policy which holds 
that a government which has certified 
that fifty cents in silver bullion is a dol- 
lar, is in honor bound to maintain it at 
the true standard—isa potent argument 
against the issue by government of 
a credit currency which is more or less 
subject to depreciation in value, accord- 
ing as there may preponderate in legis- 
lature the sentiment to redeem in gold, 
or ina depreciated medium. Another 
consideration which weighs against the 
issue of acredit currency by the Gov 
ernment is that it is in no position to 
It has no means of 
knowing the amount required at differ— 
ent seasons of the yearin the thousands 
of trade centres throughout the country. 
The banks only are in a position to 
know this, and it would seem that with 
the banks should be the decision as to 
the volume of credit currency, subject 
to such regulations on the part of the 
Government as 


gauge its volume, 


would insure perfect 
safety, prompt convertibility and uni- 
formity. 


The annual report of the 
comptroller of the cur- 
rency to Congress for the year ended 
October 31, 1895, is chiefly valuable for 
the information he has gathered con- 
cerning the systems of banking prevail- 
ing in the several states and in foreign 
countries, which enables the student of 
banking to make instructive compari- 
sons and reach 


The Comptrol- 
ler’s Report 


valuable conclusions. 
The c mptreller makes several recom- 
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mendations for legislation amending the 
law governing the national banks as 
tending to the betterment of the sys- 
tem. He asks for power, subject to ap- 
proval of the secretary of the treasury, 
to remove officers and directors of banks 
for violations of law and mismanage- 
ment, first according them a hearirg on 
charges preferred. This is asking fora 
very sweeping power over the manag- 
ing Officers of banks. The comptroller 
already has the power of summarily 
closing up a bank, in his discretion, if 
he deems its condition is such that its 
continuance will endanger public inter- 
ests. The directors of every bank, 
elected by the stockholders, have the 
power of removing the officers. Is it 
politic for the government to interfere 
further with the management of a pri- 
vate institution and through its execu- 
tive officers say who shall, and 
shall not, direct and officer it?) Are not 
the public interests sufficiently protect- 


who 


ed by the existing power of examina- 
tion and suspension, and should not the 
selection and retention of directors and 
officers be left to the 
the directors? 

The that 
executive officers and employes be re- 


shareholders and 


recommendation loans to 


stricted and made only upon the ap- 


proval of the board of directors, and 
separately recorded, isa provision which 
has already been incorporated in the 
laws of several of the states governing 


their banks. The recommendation that 
the assistant cashier, in the absence of 
the cashier, be authorized to sign circu- 
lating notes and reports of condition is 
a matter of formality in aid of the con- 
venience of the banks. A fourth recom- 
mendation is: 

‘4. That some class of public officers 
be empowered to administer the general 
oa'lis required by the national bank 
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act.” The reason for this is stated in 
the comptroller’s report for 1893, ‘‘that 
the authority of officers empowered to 
administer oaths is now restricted under 
the federal statutes to certain specific 
cases, and with the exception of the ac- 
knowledgment of the organization cer- 
tificate and the verification of reports of 
condition required by section 5211 K.S, 
no provision is made for administering 
the oaths required of the officers of na- 
tional banks.” 

The comptroller further recommends 

‘“*s. That bank examiners be required 
to take an oath of office and execute a 
bond before entering upon the discharge 
of their duties.” Other officers of the 
government are required 
oath, and the recommendation is to re- 


to take an 


move the anomaly in the case of bank 
examiners. 

6. The comptroller also recommends 
‘‘that upon a day in each year, to be 
designated by the comptroller, the di- 
rectors of national banks shall be re 
quired to make an examination of the 
affairs of the banks and submit to the 
comptroller areport thereon upon blanks 
The 
comptrolier says that this amendment 
‘is deemed advisable that directors of 
national banks may be compelled to know 
from an examination required at their 
hands of the condition of the banks in 
whose management they participate and 
for which they should bear a tull share 
of responsibility. Such a law would 
lead to better banking methods, less 
carelessness in extending loans, and 
make less liable the long continuance of 
any dishonesty which might be under- 
taken by any executive officer or employe 
of banks. It would also enable the 
comptroller, in case of the failure of 
any national bank, to fix the responsi- 
bility more clearly for negligence of 


to be furnished for such purpose.” 
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duty on the part of directors.” 

This is a new recommendation. Much 
has been said and written in recent years 
upon the duty of directors to examine 
their banks. This aims to force the 
easy-going director to attend at astated 
time and participate in the examination. 
He may be in Europe, or away on ur- 
gent private business, but unless he at- 
tends, he will violate the proposed law, 
and be subject to removal, upon charges, 
by the comptroller, under the proposed 
amendment first noted. Whether ex- 
amination by a committee of the direct- 
ors would answer the proposed require- 
ment is not clear. The proposed am— 
endment is that ‘‘the directors” shall be 
required, The proposal will doubtless 
lead to discussion among the banking 
fraternity as to the practical effect of 
such a law. 

The remaining recommendations of 
the comptroller are in aid of the circu- 
lation of national banks 


ibe 


He proposes: 
That the comptroller be author- 


ized to issue to national banking asso- 


ciations circulating notes to the por 
value of the bonds deposited by thie 
with the treasurer of the United States 
to secure such notes,” 

‘*8. That the semi annual tax levied 
on account of the circulating notes of 
national banks be reduced so as to equal 
but one-fourth of 1 per centum per an- 
num.” 

These recommendations are renewals 
of former recommendations, and their 
adoption would havea tendency to in- 
crease the national bank circulation and 
benefit the country, without in the 
slightest degree impairing the security 
of the notes. Thecomptroller says that 
‘‘the experience of this and other coun— 
tries conclusively demonstrates that the 
best and most rational note 


those put forth by banks, 


issues are 
It likewise 
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‘demonstrates that issues made direct by 
governments are always expensive, and 
under every circumstance a source of 
danger to such government and loss to 
their people’s business interests ” 

The number of national banks in ex- 
istence on October 31, 1895, was 3715, 
or about 41 less than a year before. A 
material increase in ioans and discounts 
and decrease in lawful money reserve 
and the amount due from reserve agents, 
together with an increase in the amount 
of circulating notes, indicates a larger 
demand for loanable funds and a grad- 
ual revival of business. 


Re-Discounts. A great deal of commer- 
mercial paper, discounted by banks, is 
rediscounted with other banks, especi-— 
ally in times when money is not plenti- 
ful and the demand for it has increased. 
We have a case in this number showing 
the liability of a rediscounting bank 
upon paper rediscounted by its cashier; 
the bank being held liable as guarantor 
upon its indorsement. The indorse- 
ment was made by the cashier, and the 
contention that he had no authority to 
bind the bank is disposed of by the 
showing that he had the entire manage- 
ment of its business, and the transac- 
tion is declared the transaction of the 
bank, and not of the cashier individ- 
ually. 

The facts showed that the bank loan- 
ing the money itself applied to the re- 
discounting bank for paper in which to 
It is not 
always, therefore, that banks who re- 
discount their bills have to apply for 
the money. The bank with a surplus 
for investment will 


investepart of its idle capital. 


sometimes 
search for good banks with which to 
place its loans. 


fund 
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Express Money 


== The issuing of money 


orders by express com- 
panies is a comparatively recent addi- 
tion to their regular business of trans- 
porting money and valuables for hire, 
and the proportion to which it is grow- 
ing is causing the banks of the country, 
upon whose exchange business it con- 
stitutes an encroachment, to adopt 
measures of protection. In Iowa, and 
we believe also in Michigan, the banks 
have mutually agreed to cash these 
orders only at a discount, which 1s emi- 
nently right, and in addition, there has 
been organized in the West, a company 
to insure money transferred by regis— 
tered mail at a figure much lower than 
the recently increased rates of the ex- 
press companies for transferring like 
amounts. We invite attention to the 
communication of Mr. C. R. Hannan, 
of Council Bluffs, lowa, sent the journal 
in response to our request, giving the 
present status of the movement by Iowa 
banks against the express companies. 
It is not only the Iowa bankers, how- 
ever, who have taken this matter up, 
but 
throughout the Union. 


the bankers of different states 

The express companies are not re- 
quired to make reports of their condition 
and the details of their business; hence 
it is impossible to estimate the extent 
of this new banking feature added to 
the ordinary carrier business. Whether 
the selling of exchange is comprehended 
within the authority of their charters, 
or whether the companies are corpora- 
tions at all,or merely partnerships, is not 
definitely known. The points of griev- 
ance which the bankers make against 
them areall brought out in Mr. Han- 
nan’s and it would 
seem that the near future has some in- 
teresting developments in store in the 


conduct of this branch of business. 


communication, 
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Branch Banks. The President in his an- 


nual message, says: 


“Ithas always seemed to me that the provisions of 
law regarding the capital of national banks which 
operate asa limitation to their location fail to make 
proper compensation for the suppression of state 
banks, which came near tothe people in all sections 
of the country and readily furnished them with bank- 
ing accommodations and facilities. Any inconvenience 
or embarrassment arising from these restrictions on 
the locations of national banks might well be reme- 
died by better adapting the present system to the 
creation of banks in smaller communities or by 
permitting banks of large capital to establish 
branches in such localities as would serve the people— 
so regulated and restrained as t» secure their safe and 
conservative control and management.” 


These words are used in connection 
with the suggestion that the greenbacks 
be retired, and their place supplied by 
an increase in the circulation of the 
national banks. The idea of establish- 
ing national banks with branches has 
been discussed before, and advocated 
by many. We publish in this number 
an interesting opinion by Mr. J. Selwin 
Tait in which he 
mendation of the president and points 


indorses the recom- 


out the advantages of the branch sys- 


tem 


Over the several thousand inde- 


pendent institutions now existing True 
it is thatin union there is strength, and 


that in consolidation of capital, many 
benefits, not now realized, would be de- 


The action of the New York and 
other clearing houses in time of panic 
is an apt The banks, 
through their loan certificates, consoli- 
date and become as one bank, and thus 
consolidated are too strong to be broken, 
The formation of the banks in different 
states is a_ tribute 
to this idea of consolidation. Thereare 
many things.common to all, where by 
uniting in action, they are all benefitted. 
A system of warning each other against 
swindlers and cheats, such as recently 
established in Arkansas, while not a con- 
soliation of capital, is a consolidation 
of services, beneficial to all. In the war 


rived, 


illustration. 


into associations 
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of banks on express companies growing 
out of the usurpation by the latter of the 
function of selling exchange by means 
of money orders, the banks in many 
states have consolidated, as the most 
effective means of serving their common 
interests. The express companies, hav- 
ing agencies in numerous localities, 
have had all the advantages of a bank 
with branches in those localities. The 
banks, on the other hand, independent- 
ly selling exchange, have not, as a rule, 
been able to cover as many points. The 
action of the banks in the Texas Bank- 
ers’ Association, who issue a reciprocal 
draft which will be cashed by any other 
bank in the association, thus circum- 
venting the express companies, is an ex- 
ample of consolidation of capital, which 
to the extent of the cashing of drafts is 
akin to branch banking. It will be in 
the developnfent§ already 
noted, for banks in all the states to ar- 


line with 


range some plan of combination for the 
mutual cashing of drafts upon each 
other, 


Protection from 
swindlers in Ar- 
kansas. 


The Arkansas Bankers’ 
Association, at its con- 
vention held at Pine Bluff in April last, 
adopted a plan looking to the protection 
of its members against the attack of 
rogues and professional crooks, who 
have successfully plied their avocation 
in some localities. 

The details of the plan have now been 
perfected and the machinery for its op- 
eration is in the hands of the banks of 
the state, members of the association, 
who are thus organized and equipped 
not only for mutual protection against 
the effort of the forger, burglar and 
professional swindler, but also for the 
quick apprehension and vigorous prose- 
cution of these individuals. 
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The known alertness and determina- 
tion characteristic of the banker, aided 
by an organization extending to every 
portion and locality of the state, having 
forits end one common object, will, if 
the class of criminals referred to be 
wise, result in their giving Arkansas a 
wide berth. Necessarily, the fact only 
of the adoption of such a system is all 
that can be published. To give to the 
public the details of the scheme would 
be the means of acquainting the rogue 
with the method of the association’s 
warfare, which knowledge would be 
manifestly to his advantage and enable 
him to avoid the nets laid to entrap him, 
The announcement of the fact only that 
the members of the association are pre- 
pared for and jointly arrayed against 
the enemy, leaves them in doubt as to 
what they may meet and where they 
may meet it, a condition in itself calcu- 
lated to enhance the worth and effective- 
ness of the scheme. 


Diligence in 
presentment of 
checks. 


It is an established rule of 
commercial law that when 
a check is made payable in the same 
town in which it is drawn and delivered 
the holder has the day of delivery and 
all of the following day in which to pre- 
sent for payment; if the drawee bank 
fails within that period, the drawer re- 
mains liable, but after that period, the 
risk of solvency of the drawee is with 
the checkholder. 

Readers will notice the recent decision 
of the supreme court of Pennsylvania 
which constitutes somewhat an exten- 
sion of the period of the drawet’s lia 
bility and holder’s time to present, 
beyond what has been popularly under— 
stood to be the rule. The court de- 
cides that when the check is delivered 


after banking hours of a given day, tov 
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late for deposit or presentment on that 
day, the delivery is in effect the same as 
if made on the morning of the following 
day, and the two days time in which 
the holder must present, will not com- 
mence to run until the day following 
that of the actual delivery. We have 
not had time to compare this decision 
with those in other states, to see if such 
a modification or extension of the two- 
days’ rule is elsewhere sanctioned, but 
our impression is that the courts in other 
states have not recognized the distinc- 
tion between delivery before or after 
banking hours, and that they count the 
day of actual delivery as the first of 
two days. 
banks 
doctrine now established by the supreme 
court of their state. 


the 
the 
the 


However this may be, 


in Pennsylvania will note 


The War Scare. There has been a brief 
financial flurry as an effect of President 
Cleveland’s message hinting that in cer- 
tain contingencies the nation’s rights 
might have to be enforced by a resort 
to arms. Stock 
money became tight, the rate advanced, 


a few 


values depreciated, 


smail brokerage houses failed, 
and the New York clearing-house bank- 
ers held a meeting and provided for the 
issue of loan certificates to ease the sit- 
uation The government’s gold reserve 
fell still lower, and the president called 
upon congress to sit during the holidays 
and enact legislation to help the finan- 
cial situation. At present writing, it 
looks as if the disturbance was only 
temporary and that business affairs will 
shortly resume their normal condition. 
The timidity of holders of securities, 
leading them to sell, seems to have af- 
forded an opportunity to more common- 
sense investors to obtain good stocks at 


low prices. It isto be hoped that con- 
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gress has been sufficiently stirred up 
and educated as to the country’s needs, 
to do something of real benefit in the 
way of sound financial legislation. 

The usual newspaper talk has been in- 
dulged in, of the possibility of gold 
going toa premium. We object tosuch 
a form of expression, and think its fre- 
quent use in the past has had a tendency 
to lead the popular mind into a miscon- 
ception of the true relation of gold to 
other forms of money. The truth is, 
when the equivalent value is disturbed, 
gold does not go to a premium. but 
other forms of money go to a discount. 


The 


Kansas 


Mortgage Re- court of 
dempt.on in 


Kansas. 


supreme 
has reversed its 
former ruling, and now holds that mort. 
gages of real estate, executed privr to 
the passage of the law of 1893, which 
gives the debtor eighteen months to re— 
deem, are subject to that law, as well as 
subsequently executed mortgages. In 
other words, it declares the constitution- 
ality of the law as to past as well as fu 
ture contracts. The reversal of the de- 
cision has been caused by a change in 
the personnei of the bench, one of the 
justices who voted that the law was un- 
constitutional as applied to existing 
contracts having been superseded by a 
justice whose opinion was to the con- 
The decision will doubtless 
have a disturbing effect in cases of 
mortgages, executed prior to the act, 
which have since been foreclosed in the 
belief that the law did not apply. 


trary. 


The custody of 


State funds. This is the subject of a 


paper by Prof. E, R. 
Buckley, of the University of Wisconsin, 
in the November ‘“‘Annals of the Ameri- 


can Academy.”” The writer reviews the 
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two methods of keeping the public 
funds, the ‘bank depository system” 
and the “independent treasury system,” 
reaching the conclusion from the facts 
presented that the bank depository sys- 
tem meets with nearly universal ap- 
proval, and there seems to be little 
question that it should be substituted 
for the independent treasury in every 
state where that system exists. We 
will attempt a synopsis of the main 
features of the article. 

Since 1846 the money of the national 
government has been deposited mainly 
in the treasury and sub-treasury vaults 
under the provisions of the Independent 
Treasury Law, The system was slightly 
modified in 1863 by the national bank 
act; and as a consequence we have in 
the United States to day a combination 
of the ‘‘independent treasury” and the 


‘bank depository” system. Mr. Howell 


Cobb, secretary of the treasury, recom- 
mended in his report for 1858 and 1859 
that each of the states adopt the inde- 
pendent treasury system. To-day, seven 
of the states are employing this system. 
The laws of Ohio, California, Kansas, 
Mississippi, Nevada, Texas and Indiana 
require that all state moneys shall be 
kept in the vaults of the treasury de- 
partment. These state independent 
treasury laws have been modeled after 
the national system, and during the 
vicissitudes of the ‘‘wild—cat’”’ banking 
it is not to be wondered at that the 
states should have adopted what was 
then the safest method of keeping the 
public money. It is strange, however, 
that to-day in the face of the experience 
of forty other states and 
these few still persist 
so antiquated a system of public finance. 

The experience of those forty states 
and territories shows conclusively the 
superiority of the bank depository sys- 


territories, 
in maintaining 
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tem. For the last twenty years it has 
been used with almost absolute security 
to the public funds. During that period 
the total loss to all the states has been 
but $39,915.19, and in every case of loss 
the fact has been that no security has 
been required from the depositories other 
than that given to ordinary depositors. 
True, there is at present about $416,000 
of state money tied up in failed banks, 
due to the crises of 1890 and 1893, but a 
very small percentage of this money 
will ultimately prove a‘ loss, the states 
being fully secured by personal and 
other bonds. The laws of the several 
States provide various methods of se- 
curing the public money. Some provide 
only for the security given to ordinary 
depositors, and in certain of these states 
the amount of money deposited in any 
one bank is limited to 4o per cent. of the 
capital stock. The laws of several of the 
western states hold the state treasurer 
responsible for the safety of the deposits, 
and he may require additional security 
at his option. In many states, the banks 
are required to give bonds in doublethe 
amount of the state deposits. In cer- 
tain of these states the security consists 
of personal security, prior lien on the 
assets of the banks, a deposit of col- 
laterals, or a combination of two of 
them. 

Under the depository system in many 
of the states, the daily balances are a 
source of revenue, the states receiving a 
low rate of interest on daily or monthly 
balances varying in different states from 
11> to 4 per cent. The revenue from 
this source during the last year is es- 
timated at upwards of four hundred 
thousand doilars. Inone state, Louisi- 
ana, in lieu of interest, the depository 
banks pay the state a bonus of $10,000 
for the use of the state money. In sev 
eral of the states the banks pay no in- 
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terest. The laws governing the selec- 
tion of depositories, also vary in the 
several states. In some, the banks are 
designated by law; in others, the banks 
bid fur the money, and the deposits go 
to those offering the highest rate of in- 
terest; in Georgia, the deposit of state 
money is limited by law to banks located 
in certain cities; in a majority of the 
states, banks are designated as deposi- 
tories at the option of the state treas- 
urer, with or without concurrence of a 
state financial board, In West Virginia 
the state board of public works make 
the designation. 

While there is alack of uniformity in 
the state depository system, it has given 
almost universal satisfaction. Except 
in several states (Iowa, Montana, Ten- 
nessee and South Carolina) for a short 
time during the panic of 1893, the banks 
have never found any difficulty in meet- 
ing the drafts of the state treasurer. 
The state depository system facilitates 
the collection and payment of the public 
revenue. The experience in most of the 
states has been that banks, having had 
the deposits of the state regularly for 
several years, become acquainted with 
the needs of the department, and use the 
deposits to enlarge their discounts, ma-— 
turing the same at such time as to bein 
readiness to meet the treasurer's checks, 
This method is safe for the state and 
beneficial to the people. 

Following his review of the operation 
of the bank depository system, Prof. 
Buckley examines the operation of the 
state independent treasury system. The 
seven states employing this system have 
in their vaults on an average a combined 
surplus of from four to nine million dol- 
lars. Correspondence with the treas- 
urers of these states elicits the fact that 
the superiority and benefits of the bank 
depository system are appreciated, and 
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while in some, legislation to change the 
system has been defeated, a pronounced 
sentiment is springing up against the 
independent treasury system, 

Speaking in condemnation of the in- 
dependent treasury system and in favor 
of the oank depository system, Prof. 
Buckley says: 

‘*‘To a lesser degree the state inde- 
pendent treasury laws have all the evils 
of our national system. The irregular— 
ity in receipts and disbursements has 
been recognized as injuriously affecting 
business. The money withdrawn from 
circulation causes a rise in the rate of 
interest, creates a stringency in the 
money market, and this stringency oc- 
curs at the worst time inthe year, being 
directly after the collection of taxes. 
The common sense policy would be to 
return this money into circulation as 
soon as possible. But under the ‘vault 
system’ it is not returned except in the 


ordinary course of the state expendi- 


tures. I find that inthe majority of the 
states the surplus is greatest in the 
months of January, March, April and 
May. Thus the money is drawn from 
circulation just when money is needed 
for the spring demand. 

“The accumulating of such currency 
in the vaults of 
attended with more or less danger from 
bank robbers Several 
robberies of that nature have occurred 
of late years in California. The treas- 
ury of that state with its four or five 
millions of dollars is constantly under a 
special guard, and last winter this guard 
was largely increased after the annual 
payment of taxes. On account of this 
danger the treasurers have great diffi- 
culty in securing good bondsmen, These 
evils, the direct outcome of the vault 
system, may be easily avoided by depos- 
iting the state and county funds in banks. 


the state treasurers is 


and burglars. 
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“The state will have no difficulty in 
finding banks ready and willing to take 
the state moneys, giving ample security 
in the shape of bonds and collaterals, 
and paying interest at the rate of two 
or three per cent. per annum. The 
state treasurer of New York says that 
the banks are eager to secure the public 
deposits, paying from 1% per cent, to 3 
per cent. on daily balances, and holding 
them constantly subject to the demand 
of the treasurer.” 


Pennsylvania 
Bankers’ Asso- 
ciation. 


The latest addition to the 
circle of the state bank- 
ers’ associations is the organization in 
Pennsylvania, which was perfected at 
the meeting of the bankers of the state 
at the Continental Hotel, Philadelphia, 
December 18 and 19. The Pennsylvania 
bankers have followed the example set 
in New York, and have adopted the 
group Or branch system, as most con- 
ducive to successful results. Upon in- 
vitation, Mr. James G, Cannon of New 
York, president of the New York State 
Bankers’ Association, made an address 
in which he outlined the steps which led 
to the formation of that association, and 
what it has thus far accomplished. Mr. 
William C. Cornwell of Buffalo spoke on 
the benefits of bankers’ associations to 
the profit and loss accounts of banks. 
Eugene H. Pullen of New York, presi- 
dent of the American Bankers’ Associa- 
tion, outlined the history of that asso- 
ciation and described the work it had 
accomplished in its twenty-one years of 
existence. Joseph C, Hendrix of New 
York delivered an address of much 
force upon the financial situation, A 
vote of thanks was passed to the various 
state associations for copies of reports 
and suggestions and to William H. 
Rhawn of Philadelphia, who has been 
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very active in promoting the organiza- 
tion. There was considerable discus- 
sion over a proposed resolution that the 
banking interests of the state of Penn- 
sylvania would be greatly benefitted by 
Philadelphia qualifying as a reserve city 
of the first class. The resolution was 
finally laid on the table. The following 
officers were elected: President, Richard 
H. Rushton, cashier Fourth National 
Bank, Philadelphia; Vice President, 
T. P. Day, cashier Peoples National 
Bank, Pittsburg; Secretary, Frank M. 
Horn. of Catasauyua; Treasurer, W, L. 
Gorgas, of Harrisburg. The delegates 
elected to the next annual convention 
of the American Bankers’ Association 
are J. R. McKee, cashier of the Trades- 
mens’ National, Philadelphia; General 
Louis Wagner, of the Third National, 
Philadelphia, and R. E. Wright, presi 

dent Allentown National Bank. There 
were named as alternates, Frank G. 

Rogers, of Philadelphia; William Hack- 
ett, of Easton, and Richard L. Austin, 
of Philadelphia, Pittsburg was desig- 
nated as the place of holding the next 
convention. 


The late bond- i 
aes ane. In view of the approach 


tract. of a situation where 
another issue of bonds to maintain the 
gold reserve may become a necessary 
expedient, a paper by A. D. Noyes in 
the Political Science Quarterly for De 
cember upon the ‘“‘treasury reserve and 
the bond syndicate” affords an instruc- 
tive review of the experiment of 1895 
and its results, Mr. Noyes investigates 
at considerable length the financial his- 
tory of the government since resump- 
tion, as leading up to the situation 
which made the bond experiment possi- 
ble and shows that the situation was so 
critical at the time it was made that 
the administration had no choice but to 
accept the syndicate’s proposition or 
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suspend government specie payments. 
The course of financial events and the 
operations of the syndicate during the 
period of its contract are investigated, 
and it is shown that the methods of the 
syndicate involved theoretically un- 
sound economics, and that in at least 
one way, its operations in exchange in- 
directly aggravated the evil whose con- 
sequences they were intended to avert; 
also that the distinct undertaking of the 
syndicate, to prevent export of gold 
withdrawn from the treasury, broke 
down completely before the expiration 
of the contract. 

Despite this, the writer points out, 
the experiment of 1895 was nota failure, 
in the light of practical common sense, 
even if not justified by the abstract 
principles of political economy. How- 
ever faulty in theory, the tangible re- 
sults were of highest possible value. The 
treasury was saved from imminent in- 
solvency, and health and activity re- 
stored to private trade and credit. 
Whether the syndicate experiment ac- 
complished more than temporary relief, 
the writer regards as very doubtful, He 
says: ‘‘Heavy interior trade at the 
harvest season has temporarily solved 
the problem; the drain on the treasury 
was stopped mechanically. But this is 
no assurance that, with thecurrency in- 
flation left at work, relief will be more 
than temporary. In this regard, the 
teaching of our own experience is not 
cheerful. Increasing trade, as an ab- 
sorbent of the surplus circulation, will 
do something to avert renewed em- 
barrassment; an increased surplusin the 
treasury would do more. Conceivably, 
either might restore permanent pros- 
perity. But 1891 showed for the one, as 
1888 showed for the other, that unless 
the fundamental cause of mischief is 
taken courageously in hand, the country 


will probably enjoy only a breathing 
space.” 
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THE CURRENCY PRIMER. 


SUPPLEMENT TO 


“THE CURRENCY PRIMER.” 


SECOND SUPPLEMENT, 


By a New Jersey Banker. 


What is the general principle upon 
which the National and State banks of 
discount and deposit do business? 

They take deposits, that is, borrow 
money payable on demand without in- 
terest, and loan the money so borrowed 
for longer or shorter terms, upon in- 
terest. 

Is the business of the bank materially 
changed when it issues its bills fora 
currency circulation? 

It is not. When it discounts a note 
and pays out its own bills it is still bor- 
rowing money payable on demand with- 
out interest and lending it on time with 
interest. 

Is the issue of bills for circulation as 
currency an essential part of the busi- 
ness of a bank of deposit and discount? 

It is not. If the conditions of, and 
taxes imposed upon, the circulation are 
not too onerous, and the bank 1:n good 
credit, the use of the money while the 
bills are out is of some value. 


What are the advantages to the public 
of having a paper currency for circula— 
tion? 


They are: ist. Convenience in use— 
The amount we daily use, even in gold, 
would be burdensome if carried upon 
the person, and the risk and labor of 
transportation would be a great incon- 
venience, where large amounts were 
used in cases where settlement could 
not be made by a balance of accounts 
or by check. 

2nd. The enlargement it gives to the 
volume of currency for use in the 
business of the community. It is based 


upon credit and is a direct addition to 
the metallic currency in use. 

What are the essentials of a good 
paper currency? 

It should be the promise of a party 
of undoubted character and ability, to 
pay on demand in gold of present stand- 
ard weight and fineness, and at a recog- 
nized financial céntre, the amount stip— 
ulated in the bill, with the best safe- 
guards against counterfeiting. 

Does making it a legal tender by Act 
of Congress add to its value or con- 
venience? 

Practically in a sound currency, not 
at all. The only special use this quality 
gives it is in legal proceedings fora 
technical discharge of an obligation, 
and it is scarcely ever used for that pur- 
pose, gold being used instead. The old 
{egal tender notes when issued were not 
strictly a sound currency. The VU. S. 
Government was not redeeming its 
promises in gold. In order to give cur- 
rency to these notes and make thema 
unit of value in ordinary business trans- 
actions, it was absolutely necessary to 
give them the power to pay debts at 
par. As soon as gold payments were 
resumed this quality in the issue became 
of no value, and did and does no harm. 


Is there any sound basis then for the 
contention ot the secretary of the treas- 
ury and other public men that the legal 
tender notes should be specially singled 
out for retirement? 

None whatever, unless the Govern- 
ment is preparing to pay all its other 
outstanding obligations in a debased 
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currency, Onthe contrary, the silver 
notes should be retired, aud greenbacks 
issued in their place. This alone would 
inspire confidence, would relieve the 
equivocal position of the government in 
regard to its different notes, and thus 
remove the most dangerous element of 
the situation and world goa long way 
toward solving the present financial 
difficulties. 

Are the government notes in any sense 
flat money. 

They are not, any more than are the 
national bank notes or Bank of England 
notes, or the promises to pav of the 
richest individual or institution or gov- 
ernment of the world. They have as 
much or more security behind them, 

Have the banks in this country ever 
furnished a safe and satisfactory paper 
currency for the people? 

Never, until the National Banking 
Act went into operation. 

What security were the national 
banks required to give for the redemp- 
tion of their circulating notes? 

United States Government bonds, and 
in case of the failure of the bank to re- 
deem its notes, the Government paid 
them and enforced the security it held, 
which was its own bonds. 

Is there any practical difference be- 
tween this process and tne issuance and 
protection of its own notes for cizcula— 
tion? 

It seems not, except that the Govern- 
ment is paying interest or its bonds held 
as collateral, and giving the bencfit of 
the circulation to the banks. 

In case the banks supplied the whole 
currency and a great demand came 
from foreign countries for redemption 
of the bank note issue in gold, to which 
they could not respond, would not the 
Government be called onto meet it, the 


same practically as though the notes 
were its own issue? 
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That would be so. 


Can there be any doubt that if the U. 
S. notes were of proper form and pay- 
able in gold, that they would be pre- 
ferred by the people and banking insti- 
tutions of this country, to the notes of 
banks, under any system that has been 
or can be devised? 

There can be no doubt of it, or that 
the people and the monied institutions 
would prefer them to specie, and prefer 
that the Government become as it un- 
doubtedly would, the depository of all 
the free gold of the country, thus re- 
lieving the people of the risk and ex- 
pense of its care and protection. 

Are there any other advantages in 
such a national currency, over a bank 
currency? 

The elasticity which could be given 
to the volume of currency by the U. S. 
Treasury, under authority of Congress, 
and the concentration of control of the 
monetary situation in case of an emerg— 
ency, and in an extreme case it could 
be made legal tender. 


Has the legal tender quality of the 
greenbacks been of advantage to the 
country? 


It kept the business of the country on 
an even keel while gold rose from par 
to 280 and settled back io par, during 
and after the war ot the Rebellion. The 
change was reflected to some extent in 
the rise and fall of prices of other prop- 


erty, but it was so gradual that it oc- 
It saved 
the current business of the country 


casioned little inconvenience 


from chaos, giving it as it did a legal 
unit of value. 


Is it true that the re-issue of the re- 
deemed Government notes tends to 
drain its gold reserve? 

No, not when all the notes are at par 
in guli, and the astonishing thing is 
that it could be gravley so stated by 





THE CURRENCY PRIMER. 


the Secretary of the Treasury, as was 
done at the Chamber of Commerce din- 
ner, and applauded by financiers and 
newspapers. Bank notes are constantly 
re-issued, and the reserve needed is to 
tide over the time between redemption 
and re issue. They are not re-issued 
without value received. Neither should 
the Government's notes be. The idea is 
that of the Western backwoodsmen who 
claim that if the Government would only 
issue Currency enough, everyone would 
get what he wants for nothing, and all 
would be rich. 


Would the position of the U. S. Gov- 
ernment with reference to its legal 
tender notes outstanding, and under the 
system supposed, when its issue were 
the sole paper currency of the country, 
be analogous to that of a sound bank, is- 
suing its bank notes? 


Substantially so, and should be gov- 
erned by the same principles. At the 
original issue of bank notes full value 
for them 1s received, which in some 
form is held for theirredemption. The 
U. S., Government issued its notes origi- 
nally, except those given for the pur 
chase of silver, to pay prior indebted 
ness or current expenses, the money to 
pay which must have been raised by 
selling bonds, if this had not been done. 
The real consideration then for these 
issues are time bonds of the U. S.which 
to the amount of the currency notes 
should have been authorized at the 
time, to be issued when redemption of 
the notes was called for. These bonds 
then would have been the source of the 
fund for final redemption, and if the 
notes had been, or should now be made, 
of uniform tenor payable in gold, only 
a sma!l amount of that fund would have 
been, or would now be required. Only 
the reserve to tide over the interval be- 
tween redemption and the re-issue, the 
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re-issue providing for the further re- 
demption, 

Assuming as claimed that the honest 
finance here advocated would unlock 
all the hoards of gold in this country, 
and place it at the disposal of the Gov- 
ernment, is there danger that the sup- 
ply might not meet the foreign de- 
mand? 

It is conceivable that even then, a 
largeand long continued trade balance 
against this country, and a rush of se- 
curities for sale from abroad, might 
make it necessary for our Government 
to buy gold abroad to meet the situa- 
tion, but it is in the highest degree im. 
probable that such a case would ever 
occur, for 


1st. The same course which will give 
confidence at home will give it abroad, 
and when the foreigner like the native 
is sure that he can secure his gold at 
any time on demand, he don’t want it, 


2nd. The trade balance by the im- 
position of import duties is absolutely 
in the control of the Government, and 
the proper remedy for a balance against 
us should be resolutely applied, that is, 
by imposing such import duties as wil 
raise sufficient revenue and curtail im—- 
portations and stimulate home produc- 
tion, until we buy no more from foreign 
countries than we sell to them. A pru- 
dent man who finds that the product of 
his labor which he sells, will not pro 
duce sufficient money to pay for what 
he buys, by economy and doing more o 
his own work, reduces the money de 
mands upon him, stops the gold drain, 
until an equilibrium or a balance in his 
favor is established, and a nation to b« 
prosperous, must do the same, This is 
so simple and obvious a truth that many 
of our astute statesmen overlook it en- 
tirely. 


Is there any force in objections, that 
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it is not the proper function of the gov- 
ernment to supply a paper currency to 
the people? That the necessary ma- 
chinery for conducting the system is 
wanting, and that it would be a new 
and hazardous experiment. 


ist. The paper currency is an indis- 
pensable and one of the most important 
parts of the money system of the coun- 
try, and it is intimately and indissolu- 
bly connected with the coinage of 
metals, 7. ¢, standard of value, asit is a 
representation of that standard, and in 
a sound paper currency must at all times 
be redeemed by and exchangeable with 
it at par. It is logically as much a gov- 
ernment function as the coinage. 

2d. The machinery is on hand and 
has been and in full operation for 
more than thirty years. To make the 
government notes the sole paper cur- 
rency, only requires an eniargement 
of the plant, whilst doing away as it 
would, with the guaranteeing and pro- 


tecting of the bank note issues, the gov- 
ernment would be relieved of a much 
heavier burden than it would assume 
The change would be in direct line of 
administrative simplicity and economy. 
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3d. It is not entirely new and cannot 
be considered hazardous. To aconsid- 
erable extent it has been for many years 
and is still in operation. Aside from 
certain defects to be cured, the purchase 
of silver and issue of silver notes and 
certain outside difficulties, the deficiency 
of revenue and balance of trade which 
must be remedied under any system, 
it has worked admirably. That there 
is no precedent for it to the extent here 
suggested, is not against it. It may be 
called an evolutionary system, the fruit 
of experience and growth, fortunately 
introduced by the exigencies of a great 
war. 


The solution of the currency problem 
in the manner here indicated would give 
us a currency backed by all the property 
of the country, and by the skill and 
labor of all its people, and would be 
comparatively simple in operation, com- 
mand confidence at home and abroad, 
solve the question of bank note issues, 
which should be prohibited or taxed 
out of existence, and it is believed in- 
augurate an era of prosperity unequalled 
in our history, 


THE STATE BANK NOTE TAX. 


The following dispatch has been pub- 
lished in all the leading papers: 


“ATLANTA, GA,, Dec. 13.—The Geor- 
gia legislation has opened the way for 
a test of the constitutionality of the to 
per cent. tax on state bank notes. The 
Calvin banking act, passed at a former 
session, has been amended so that 
within a short time some public-spirited 
citizens of this state will establish a 
bank and issue notes for the express 


purpose of trying the state bank tax 
issue in the courts.” 


It has probably escaped the attention 
of these public—spirited citizens that the 
question of the constitutionality of the 
law imposing the ro per cent. tax is 
res judicata, The supreme court of the’ 
United States has already declared its 
constitutionality in the case of Veazie 
Bank v. Fenno. 
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GREENBACKS AND LEGISLATION.* 


By William C. Cornwell, President of the City Bank, of Buffalo. 


Tue Business SrruaAtion—Let us look at the 
business conditions prevailing in this country 
to-day. There has been within the last year a 
general revival of trade, very much more 
marked since the bond contract was made last 
spring. Mills have resumed, wages have swung 
back to old figures, railroads show better earn- 
ings, and there isa general feeling of comfort- 
able anticipation and considerable confidence. 
That is the industrial situation. There would 
be complete confidence if it were not for our 
currency situation. The silver craze, it is true, 
has died down materially, but the disturbing 
element of our currency condition has not been 
removed. 

DISTURBED BY THE FIAT PRINCIPLE—The dis- 
turbing element is the Fiat principle, the seed 
of which was sown when the first Greenback 
was rolled off the Government printing press 
amid the smoke and fire of war. That seed was 
spread on the wings of the whirlwind, sowing 
devastation disguised as prosperity, and mak- 
ing necessary a harvestof bitter fruit—a settling 
day in 1873, when values were wiped out like 
smoke, and ruin and suffering followed. 

The Greenback cost the people during the 
war and until the time of resumption of specie 
payments many hundred millions of dollars, by 
reason of the excess of expenditures made nec- 
essary by the Gold premium and inflation which 
came as the result of rag money rule. 

It has cost as much more since. 

THE GREENBACK AND ITS BRroop—When the 
Greenback was issued, its advocates declared 
thatit was for temporary use only and the de- 
termination to wipe it out was again and again 
averred. But, like the whisky habit, acquired 
by temporary indulgence in strong tonics medi- 
cally prescribed, the use remained long after 
the emergency had passed. 

After providing in 1875 for specie payment in 
1879 and for the virtuous and complete wiping 
out of the Greenback ata fixed date, three years 
later, in 1878, a ‘‘Keeley cured” Congress broke 





*Address at the dinner given tothe bank presidents 
of Brooklyn and Long Island by the Hon. S. M. Gris- 
wold, chairman of Group No. 8, of the New York State 
Bankers’ Association, on December 1sth, 1895. 


down al! barriers and in wild carousal passed a 
law prohibiting any further cancellation of the 
Greenbacks and commanding their re-issue 
whenever and from wherever paid into the 
Treasury. The national whisky habit was thus 
made permanent and binding, and Fiatism, im- 
moral and demoralizing, with its train of fatal 
consequences, was fastened upon us. Like any 
vice thus tolerated and then embraced, its effect 
has been to make it impossible for many of our 
people inthis regard to distinguish between 
rightand wrong. 

Further indulgence in the vice allowed reck- 
less purchases of silver, new issues of Treasury 
notes, a filling up of the currency of the country 
with fiat money, regardless of business require- 
ments, until, in 1893, the pile teppled over, and 
commerce is to-day just beginning to crawl out 
from under the wreck. 

Errect oF Fiat Money—A wrong frinciple, 
once tolerated, brings punishment sooner or 
later, and so continues to do until it is utterly 
weeded out. The fiat principle—the dishonest 
act of the Government in declaring that to bea 
dollar which is not a dollar—nationalizing de- 
ception and untruth, making a lie a law, isa 
principle which must be weeded out, root and 
branch, before we can beat peace commercially. 

Let us see how we are affected to-day by this 
fiat money. 

We need in this country from season to sea- 
son a certain amount of gold with which to pay 
our debts to foreign nations. In any country 
where the banks are looked to for gold for ex- 
port, these institutions have within their own 
hands the means of controlling such export. If 
gold begins to goout unduly, they can raise the 
rate on money, and by this method of calling in 
loans, moderately and automatically, stop the 
purchase of imports. High rates for discount, 
and curtailment of loans, tend to make holders 
reduce prices of securities and commodities in 
order to effect sales and realize cash. The low 
prices thus brought about produce exports by 
inducing foreign purchase of produce, stocks 
and bonds; these go out instead of gold, and 
meanwhile foreign capital comes in, attracted 
by profitable investment at higher rates for 
money. 
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But what is the situation with reference to 
gold exports in the United States? 

The greenback is a demand note, payable in 
gold, a note which when once paid must be put 
out again, must be redeemed again in gold, 
again put out, again redeemed, and both oper- 
ations repeated and repeated to the end of all 
time. 

There are in existence 346,000,000 greenbacks 
and 140,000,000 treasury notes, identical prac- 
tically with greeenbacks, and payable in gold 
on demand. _ In all about 506,000,000. 

The Government must be prepared at any 
time, whenever any of these are presented, to 
redeem themin gold. It has no control over 
gold exports or hoarding. If any one wants 
gold to send away or to keep, he can goto the 
treasury and get it without let or hindrance,and 
there is in fact no other place in this country to 
go for gold where it can be certainly obtained. 

THe Go_p RESERVE—Now, for the purpose of 
redeeming these gold notes, government has 
sought to keep on hand, permanently, one hun- 
dred millions of gold, as a reserve. 

But, as has been frequefitly pointed out, the 
Government has no means of assuredly obtain- 
ing gold except by the sale of bonds. 

The gold reserve then, while it can be drawn 
down seriously and materially atany time, can 
only be replenished by creating further debt. 
And to keep it barely safe in the last two years 
has required the creation of a debt of $162,000,000 
without decreasing one dollar of the $500,000,- 
900 demand indebtedness, 

We depend upon this shifty expedient, the 
shifting gold reserve, to maintain the gold 
standard in the United States, for if the reserve 
becomes depleted and the Government cannot 
redeem in gold every dollar of obligations pre- 
sented, we drop at once to the silver standard. 
If this should happen, values would be cut in 
half, $600,000,000 of gold would disappear imme- 
diately from circulation, and contraction, panic 
and ruin would follow. 

THE BAROMETER—The reserve then is the 
barometer of our very commercial existence, 
and the eyes of our own people and the eyes of 
the entire world are upon it. The capitalists in 
Europe, the money lender and bank manager 
of the United States, the business men of the 
whole country, have learned when they wake 
in the morning to look into the newspaper be- 
fore anything else to see how the gold reserve 
stands, and if, as at present, it is below the 
limit, and itis a delicate question from day to 
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day as to what shall be done, then all enter- 
prises slow down, and commerce struggling 
under natural laws, to regain its activity, has to 
creep cautiously. Europe stops buying our 
good securities or begins to sell them. The 
shadows rest upon us and gloom and despond- 
ency prevail. 

A Mountain Ipot—In far off Japan, out of 
the waters ot the Pacific, there rises a magnifi- 
cent volcano, higher than any other mountain, 
and completely dwarfing all other eminences on 
the horizon, Snows of an arctic region rest upon 
its rounded crest, and bathed in eternal sun- 
shine it glistens in the bright rays like molten 
gold. It is the everlasting theme of poetry and 
art, and has for centuries been the object of 
worship and religious awe. Thousands of pil- 
grims annually make ascent to the line of snow 
and the whole nation watches with veneration 
and reverence for the slightest change in its as- 
pect as indicative of weal or woe. 

This is Fusi Yama, the gold crowned moun- 
tain idol of Japan. 

The treasury reserve of the United States is 
the Fusi Yama of commerce in America, and is 
the idol which we in this glorious Christian 
nation look to, nightand morning for favor and 
in fear, with scarcely less reverence than that 
of the heathen of Japan. 

It is not surprising that the nations of the 
world, educated by past history and the ex- 
perience of generations, look on in mild amaze- 
ment at the spectacle of a great people tolerat- 
ing, nay clinging with childish affection to such 
a system; they look on, but since 18go the capi- 
talists of Europe have taken good care to avoid 
investing with us, and this they will continue 
to do until our temporary insanity is perma- 
nently cured. 

THE QUESTION OF REVENUE—The question of 
revenue has been brought into this discussion. 

The question of revenue is an important ques- 
tion. I do not ignore it. It should be squarely 
met by the party in power. It can be metin a 
business-like way and without disturbance. 
The single tax on beer, as suggested by the 
‘*World,” or something similar will do the busi- 
ness. 

But the contention of the business world in 
this emergency is that the most important ques- 
tion is not that of revenue. Thatit was not fear 
of lack of revenue that broke confidence in 1890 
and after. 

Let us look at the facts: 

Up to 18go, although we had been purchasing 
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silver since 1878, fiat money had not been is 
sued to such an alarming extent as to make it 
seem to the impartial, unprejudiced outside ob- 
server, that the United States Government 
would be unable to pay all its obligations in 
gold. In fact, upto 1890, the amount of de- 
mand notes payable in gold was limited to 
three hundred and forty-six millions, that is, to 
the issue of greenbacks which had not been 
cancelled in 
into effect. 

THE Break or ConFipENCceE—In 1890, how- 
ever, Congress passed a law which made it nec- 
essary for the Government to issue over $50,- 
000,000 a year in treasury notes, payable in 
gold. Thinkers and investors throughout the 
world turned to the spectacle, and asked the 
question, whether the United States, strong and 
great as she was, could maintain an unlimited 
issue of demand notes, payable in gold, which 
might be presented again and again, and must 
again and again be paid out after being re- 
deemed. When that question came to be pon- 
dered in Europe, our securities began to come 
home; our cash and our gold began to go out; 
the reserve began to be trended upon, and that 
condition has continued ever since. In the 
latter part of 1893, the purchase of silver was 
stopped, but by that time so many notes had 
been issued, and in view of the law of 1890, de- 
claring the Government's intention to keep all 
its currency at par with gold (including silver 
certificates) a problem was presented which 
failed to restore the confidence of investors 
abroad and of those at home. 

There never was in the mind of the foreigner 
any doubt as to the United States being able to 
raise enough revenue to pay expenses. 

So simple a problem as our ability by legisla- 
tion to tax for this purpose never disturbed 
him. 

What the foreigner doubted was whether we 
{with no means of getting gold except on bonds) 
could maintain on a level with gold a vast mass 
of fiat money, hundreds of millions of dollars 
already, more and more being produced every 
year for an indefinite period. That was the 
question that worried the foreign investor in 
1890, ’g1, '92, that worries him now, that worries 
us all. 

ABOLISH THE GOLD Reserve—If the fetish of 
the gold reserve were taken away and Europe 
were but assured that the 3, 4 or 5 per cent. 
interest obtainable within our shores was posi- 
tively, permanently and forever a gold invest- 


1878, when the law to stop went 
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ment, the stream of yellow metal would flow to 
us from all the peoples of the world, and cheer 
and unending prosperity would roll in upon the 
shining flood. 

How can werid ourselves of this panic-pro- 
ducing reserve? 

Clearly, only by abolishing that which makes 
the reserve necessary, namely, the demand 
gold—notes of the government. 

To whom can we look tor this relief? 

To Congress alone. 

Tue LecisLation Neepep—The committee 
on sound currency of the New York Chamber of 
Commerce, that solid body which has done so 
much to bolster up the Government in its main- 
tenance of commercial honor, did me the honor 
two weeks ago to write, asking for my opinion 
as to what should be undertaken at once in the 
way of financial legislation. 

My reply embodied these suggestions: 

Ist. Provide for the redemption and cancella- 
tion of the greenback to the extent of one hun- 
dred millions within one year, and one hundred 
millions during each succeeding year until 
three hundred millions of the greenbacks are 
retired; then include in the cancellation, alse 
treasury notes until the entire five hundred 
millions of government paper have been extin- 
guished. 

To provide funds for these operations, issue 
low rate long-time gold bonds. 

2nd. Asto what shall take the place of the 
government paper thus extinguished, appoint 
at once a nonpartisan expert currency commis- 
sion to decide. 

A Conservative Request—This is a very 
conservative request to make of Congress; it is 
a request so utterly without consequences which 
can be in the least damaging to the treasury, 
the revenue, the currency or the country, that 
I am sure if the bankers formulate and send 
out the proposition to the business men of the 
United States, there will come back from them 
a universal demand that such action be taken. 

Let us look at this request. We ask to have 
the reserve abolished, because fear as to the re- 
serve is what has broken confidence at home 
and abroad, stagnating business and holding off 
prosperity. 

We ask to have the Government notes abol- 
ished, because it is their existence which makes 
the reserve absolutely necessary. 

We do not ask this to be done all at once, we 
ask only for the retirement of $100,000,000 the 
first year—a contraction of the currency already 
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too redundant, which would be a benefit, nota 
hardship, to commerce. : 

But the declared intention of the great gov- 
ernment to wipe out all its gold demand notes 
would instantly restore confidence in our cur- 
rency throughout the length and breadth of the 
wide world. 

That done, gold would come in, trade would 
flow as a river, and we would take our place 
where we belong, at the head of commercial 
nations. 

As to what shall take the place of the Gov- 
ernment note, we do notask to say. 

We know that the bank note is the proper 
thing. There is but one opinion on this sub- 
ject among those who have given the matter 
thoughtful, intelligent study. But without en- 
tering into that, and in view of the many opin- 
ions among our legislators, we ask for the ap- 
pointment of a nonpartisan commission to de- 
cide and recommend. Add to that commission, 
if you will, some of the great economists of 
other nations, so that we may have the most 
unbiased, the broadest views from outside. Let 
the commission then settle the question of what 
shall take the place of the greenbacks. 

Meantime the revival in business which has 
already begun, which is progressing slowly in 
spite of the mill stone about its neck, will be- 
come a vivid, inspiring reality—a song on the 
lip and joy in the heart of the toilers. 

AN AppeaL TO ConGRESS—We makea request 
of Congress that this action be taken at once. 
We ask you members of the Fifty-fourth Con- 
gress, Democrats and Republicans alike, to 
unite—to drop politics —to be statesmen—to be 
men. We make this request especially of the 
Republicans in Congress. 

I am a Republican; I am proud of many 
things that the Republican party has done. 
Ever in great emergencies it has acted, acted 
promptly, acted rightly. 

A great emergency is upon us in the commer- 
cial world. Brethren of the Republican party 
in Congress, I call upon you to stand now and 
do your duty and do it quickly. Let us have no 
puerile excuses, I say it in all friendliness, no 
subterfuges to take the place of courage. No 
political expedients with which to keep off 
action and yet shirk responsibility for delay. 
The eyes of the people are upon you, pleading 
for action. Those who know have told you what 
todo. Those who know not what should be 
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done, but know that something must be done, 
the laboring man, the daily toiler, he who is 
employed, ask and beseech you for action. 


Now Is THE Time—There never was a time 
so favorable as now for this action. The busi- 
ness men of the country are educated and 
aroused to the necessity of it. A sound money 
party is in power. 

A sound money President is in the White 
House. Far above the plane of politics, without 
selfish or personal motive, he has clearly pointed 
out the danger, suggested the remedv and en- 
treated the peoples’ representation to act. 
Further than that, he has assured them that he 
does not insist upon his remedy, but will co- 
operate with them in perfecting any measure 
promising thorough and practical relief. These 
are the words of a patriot. 

Act you must, if you care for your honor, if 
you appreciate the duties of the high office to 
which you were elected, if you value the in- 
cumbency in power of the party to which you 
belong. 

And by this act and for that party you will 
create gratitude in the hearts of the people 
which will with 
years. 

THE PeorpLe WILL Nor Be Decelvep—-But if 
you do not act, let me say with all respect, the 
people of the United States will understand the 
reason why. 


crown you favor for many 


They are a great, busy people, 
and give not much thought to politics, but our 
grandest leader has said in effect, you can de- 
ceive all of them asa body from time totime, and 
some of them can be deceived all the time, but 
no kind of politics can deceive all of them al} 
the time, 

In this emergency—-and I speak as a friend 
and with earnest solicitude—in this emergency 
the political party that, with full power to do 
for our great business world this one great ser- 
vice, that will wipe out, once for all, those vam- 
pires of the treasury, the greenback and the 
treasury note, whose only mission is to suck out 
the life blood of the reserve and to blight and 
hinder the prosperity of toiling millions, the 
political party that can do this and does not do 
it, and do it quickly, is doomed and deserves to 
be, and that great people with whom they have 
played will rise when the times comes and bury 
them out of sight, and their leaders will go 
with them. 
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BANKING LAW. 


pais department embraces all the newly decided cases of importance to bankers, bank counsel and bank di- 
rectors. The experiences they disclose are likewise worthy the careful attention and study of the merchant, 


the depositor, and the bank student seeking advancement. 


herein, will be furnished on application. 


Further information regarding any case published 


COLLECTION. 


RULE OF DILIGENCE WHERE CHECK DELIVERED AND PAYABLE IN SAME PLACE—IF PAYEE 
RECEIVES AFTER BANKING HOURS AND DEPOSITS CHECK ON THE FOLLOWING DAY, 
PRESENTMENT ON THE THIRD DAY IS NOT NEGLIGENCE, 


Loux v. Fox, Supreme Court of Pennsylvania, Oct. 7, 1895. 


Sterretr, C. J. The facts upon 
which judgment of the court below was 
asked appear in the case stated, and 
need not be repeated at length. In sub- 
stance, it appears that the plaintiffs, 
being indebted to their landlord (one of 
the defendants) for a month’s rent, due 
in advance, sent him a check on the 
Penn Safe-Deposit & Trust Company 
for the amount thereof, on May 6, 1891, 
after 3 o’clock P. M,, which was after 
banking hours of the company on which 
the check was drawn, The ‘‘check was 
accepted by him, and a receipt in the 
regular form given therefor.”” On the 
following day, ‘‘in the usual course of 
business,” he deposited the check in the 
Penn National Bank,where he kept his 
banking account; and on the next day, 
May 8, 1891, it was presented for pay- 
ment to the drawee bank, at its place of 
business in Philadelphia, during bank- 
ing hours, but after 11:30 o'clock, at 
which hour the drawee failed and ceased 
to do business. When defendant re- 
ce.ved the check, and thereafter, until 
the drawee failed, the plaintiffs had on 
deposit with it, to their credit, more 
than sufficient funds to pay the dis 
honored check. Plaintiffs having re- 
fused to make good their check, the de- 
fendant landlord distrained for the 


month’s rent, and thereupon the goods 
were replevied, etc. After reciting the 
facts agreed upon, of which the fore- 
going is merely an outline, the case 
stated provides: ‘‘If the court be of 
opinion that the said check was a pay- 
ment of the rent so due as aforesaid 
* * * then judgment for the plain- 
tiffs; otherwise, judgment for the de- 
fendant,” etc. 

It is claimed by plaintiffs that, upon 
the facts presented in the case stated, 
the acceptance of the check by defend-— 
ant was absolute payment or satisfac- 
tion in full of the rent, and therefore a 
waiver of the right to distrain therefor; 
but. if this position is not sustained, they 
further claim that due diligence was not 
exercised in presenting the check for 
payment. 

As to the first proposition, it is suffi- 
cient to say that the case stated con- 
tains no averment of fact or admission 
to the effect that the defendant landlord 
accepted the check as unconditional 
payment, and in satisfaction of the rent, 
or in any manner waived his right of 
distress. A case stated is in the nature 
of a special verdict, and is subject to the 
same rules. It is well settled that a 
special verdict must set forth facts, and 
not the evidence from which facts may 
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be inferred. Kinsley v. Coyle, 58 Pa. 
St. 461. All the facts must be distinctly 
and unequivocally set forth, and nothing 
left to inference. Whatever is not ex- 
pressly and distinctly agreed upon, and 
set forth as admitted, must not be taken 
to exist. Diehl v. Ihrie, 3 Whart. 143; 
Seiple v. Seiple, 133 Pa. St. 471, 19 Alt. 
406; Railroad Co. v, Waterman, 54 Pa. 
St. 337; Berks Co. v. Pile, 18 Pa. St. 
493; Mutchler v. Easton, 148 Pa. St. 
441, 23 Atl. 1109. It therefore follows 
that the only question properly pre- 
sented by the case is whether due dili- 
gence was exercised in presenting the 
check for payment. If it was not pre- 
sented and payment demanded in due 
time, the plaintiffs should not be visited 
with the loss resulting from failure of 
the bank on which it was drawn. Where 
the facts are admitted the question of 
reasonable time is one of law, for the 
court. Morse, Banks, 389; 3 Kent, 


Comm. 91; Rosenthal v. Ehrlicher, 154 


Pa. St. 399, 26 Atl. 435. It is admitted 
that the check in question was received 
by defendant on May 6, 1891, after 
banking hours of the drawee bank. If 
the customary hours of banking may be 
considered in passing on the question 
of due diligence—-and there appears to 
he no reason why they should not—it is 
very evident that nothing could have 
oeen done with the check on the day it 
was received. The banking day of the 
5th had already ended, and, for all 
practical purposes, it was the same as if 
the check had been received before 
banking hours on the 7th, instead of 
after banking hours on the 6th, because 
no eifective step towards presentation 
for payment could have been taken 
earlier than commencement of banking 
hours on the 7th; and it is conceded 
that, if the check had been received on 
that day, it was presented within a 
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reasonable time. In sending their check 
after close of banking hours on the 6th, 
the plaintiffs certainly knew that it could 
not be presented before banking hours 
on the next day. Considering the hour 
ot the day when the check was delivered 
to defendant, it is practicaliy the same 
as if, in express terms, it had been made 
payable on the following day. There is 
therefore no good reason why it should 
not be treated as received on the 7th, 
instead of the 6th of May, 1891. Plain- 
tiffs mainy rely on the authority of Bank 
v. Weil, 141 Pa. St. 457, 21 Ati. 661, in 
which this court (adopting the opinion 
of the learned trial judge) held that ‘‘a 
check on a bank, where all ‘the parties 
are residents of the same city, must be 
presented onthe day which it bears 
date, or on the next day, and, if not so 
presented, the risk of insolvency of the 
drawee is upon the payee,” In that case 
the learned judge, referring to the check 
then in controversy, said: ‘‘Noris any 
reason suggested why it could not 
have been presented at once, or any- 
thing connected with the transaction to 
indicate to the drawee that it would not 
be presented at once. If presented on 
the day of its receipt, it would have 
been paid. If deposited by him in a 
city bank on the day of its receipt, it 
would have been presented on the next 
day, and paid.’’ And he accordingly 
applied the rule above stated, because, 
as he says, there was “‘no circumstance” 
to exempt the case “from its operation.” 
The case proceeds upon the assumption 
of what was doubtless a fact in the case, 
viz. that the check was received long 
enough before the close of banking 
hours of the day of its date to have en- 
abled the payee to present it for pay- 
ment, or deposit it for collection on the 
same day. In that respect it differs ma 
terially from the case at bar, and that 
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difference is, in our opinion, a circum- 
stance which justifies us in holding that 
there was no unreasonable delay in de- 
positing the check for collection on the 
day after it was received, and presenting 
it for payment on the next day thereafter, 
As we have seen, it was simply impossi- 
ble either to present the check in ques- 
t.on for payment, or to deposit it for 
collection, on the day it was received. 
In every large commercial metropolis 
like Philadelphia, in which clearing 
houses are established, the customary 
mode of collecting checks drawn on 
banking institutions therein is by de- 
positing them in the bank for collection, 
etc. According to the ordinary course 
of business, checks thus deposited are 
presented for payment on the next en- 
suing business day. That appears to 
have been the course pursued by the de- 
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fendant in this case; and unless the rule 
above quoted from Bank v. Weil, supra, 
is restricted in its operation to checks 
received during banking hours, and a 
sufficient time before the close thereof 
to enable the payee either to present 
them for payment, or to deposit them 
for collection, on the day they are re- 
ceived, the usual course of business will 
be most seriously disturbed. Such limi- 
tation is fully warranted by the facts of 
that case, as we understand them. 

Weare of opinion that, upon the facts 
as presented in the case stated, there 
was error in entering judgment for the 
plaintiffs. Judgment reversed, and judg- 
ment is now entered in favor of the de- 
fendants, and against the plaintiffs, for 
$40, with interest from May 1, 1891, and 
costs, including the costs of this ap- 
peal. 


SURRENDER BY COLLECTING BANK OF DEBTOR'S PROTESTED CHECK UPON RECEIPT OF 
NEW CHECK, NOT NEGLIGENCE 


Citizens Bank of Paris v. Houston, Court of Appeals of Kentucky, October 16, 1895. 


Action by Joseph Houston against the 
Citizens’ Bank of Paris, to recover the 
amount of a check left by him with it 
for collection. There was judgment 
for plaintiff, from which defendant ap- 
peals. Reversed. 


Lewis J. 
September 22, 1891, delivered to, and 
Citizens’ Bank of Paris, Ky., received, 
for collection, an order or check for $124 
which one Griffeth had drawn on Cyn- 
thiana National Bank, at Cynthiana, 
payable September 30, 1891, to his or- 


Joseph Houston, about 


der. In proper time it was sent to the 
latter bank, but returned duly protested 
for nonpayment, of which fact written 
notice was immediately mailed to both 
appellee and Griffeth. October 6, 1891, 


Griffeth drew an order on Bourbon 
Bank of Paris, for $131.66 (being the 
amount of the original one, and protest 
fees added,) and payable to the order of 
Brent, cashier of Citizens’ Bank of Paris, 
which, upon representation that he had 
there deposited money to meet it, was 
accepted by the bank, instead cf the or- 
iginal, then cancelled and given up. But 
payment of that check was likewise re- 
fused, although presented for that pur- 
pose to Bourbon Bank of Paris on the 
day it was given, and other days. Oct- 
ober 22, 1891, Griffeth made a deed 
of assignment for the benefit of credit- 
ors generally. And March 1893, Hous- 
ton brought this action to recover of 
Citizens’ Bank of Paris, the amount of 
the original check and interest, for 
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which, under peremptory instructions 
of the court, the jury returned a verdict 
followed by the judgment now appealed 
from, 

The alleged cause of action is that 
defendant, without consent or know- 
ledge of plaintiff, canceled and gave up 
that check, and accepted in lieu of it a 
check of Griffeth, the debtor, on an- 
other bank, made payable to the order 
of its own cashier. Up to that time, 
defendant had performed its under- 
taking with due diligence and in good 
faith, and the original check was plain- 
ly worthless; for Griffeth was, as seems 
to be conceded, insolvent. But, whether 
strictly required to do or attempt to do 
more in an effort to collect the debt, it 
is plain defendant accepted the new, 
and gave up the old, check, in good 
faith, and as the only then practicable 
or possible way of subserving the inter- 
ests of plaintiff. And that it intended, 
and could possibly profit by, assuming 
ownership of the debt, and becoming 
liable to Houston therefor, is wholly 


unreasonable. We know of no rule of 
right that would, under such circum- 
stances, make an agent liable to his 
principal; for such was the relation of 
the parties throughout the transaction. 
It may be that when an agent acts with- 
out or beyond the line of his authority, 
and the principal incurs thereby an in- 
jury, he may be held liable. But here 






‘Silver Mono Metallism Exposed” is the title 
of a recent issue inthe Reform Club’s Sound 
Currency series, It consists of extracts from a 
very comprehensive article which appeared 
some time ago in the Charlotte (N. C.) ‘‘Ob- 
server’ over the nom de plume of ‘‘Merchant,” 

‘*Merchant” appears to be not only well versed 
in the history and science of currency, but is 
evidently a practical business man of wide ex- 
perience who knows how to reach the popular 
heart. His plain, abrupt style and homely 
statements are well calculated to catch and hold 
the attention of thousands of readers who sel- 
dom read financial discussions. The discussion 
is still further simplified by being in the form of 
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no injury was done to plaintiff by can- 
cellation of one, and acceptance in its 
place of another check; nor, according 
to the evidence, was the transaction 
either without implied authority of 
plaintiff. or such as he would or could 
have reasonably objected to if present. 
The testimony of Griffeth, introduced 
by plaintiff, shows that, after the check 
on National Bank of Cynthiana had 
been protested for nonpayment, he, by 
letter, informed and promised plaintiff 
he would go to Paris and “fix it up;” 
aad that plaintiff after being notified of 
the protest and return of the check to 
Citizens’ Bank of Paris, remained away 
four or five days, making no effort to 
collect it himself, is convincing that he 
expected and intended defendant, as his 
agent, to attend to the matter of having 
Griffeth fix it up. The fact of the new 
check being made payable to the cashier 
of defendant is no evidence of 
tention 
check, or 


its in- 


to assume ownership of the 
become liable to plaintiff 
therefor, because, he being absent, it 
had to be drawn in that way, in order 
to procure proper presentationand pay- 
ment. It seems to us, as this record 
stands, defendant incurred no liability 
to plaintiff, and the jury ought to have 
been so instructed. Wherefore the 
judgment is reversed, and case remand- 
ed for new trial consistent with this 
opinion. 


EXPOSED. 
an interview. It has already been republished 
in pamphlet form and and widely distributed in 
North Carolina. The demand forthe pamphlet 
from every part of the state is reported to be 
phenomenal. Many who write tor as many 
copies as can be spared express the opinion that 
a general distribution of this pamphlet would 
revolutionize public opinion in North Carolina. 
It is in answer to this demand that the Sound 
Currency Committee decided to republish and 
to distribute as widely as its funds will permit 
sixteen pages of extracts from this excellent 
pamphlet. 

The pamphlet may be obtained by sending 5 
cents to the Banking Law Journal Office. 
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CORPORATION. 
LIABILITY OF CORPORATION AS SUCCESSOR OF PARTNERSHIP. 


Reed Bros. Co et al. v. First Nat. Bank of Weeping Water, supreme court of Nebraska, October 15, 1895. 


1. Where a partnership engaged ina 
general mercantile business, in strait- 
ened and failing circumstances, incor- 
porated, and the assets and business of 
the partnership were transferred or as— 
signed to the corporation, and appro- 
priated to its objects and purposes, the 
business of the partnership being con- 
tinued by the corporation, the corpora- 
tion was presumptively liable for the 
partnership debts. 

2. The acts of an agent or officer of 
a corporation which he was not author- 
ized to perform may be ratified by it. 
The approval may be by express action 
or indirectly. It may be proven by evi- 
dence of a direct recognition or accept- 
ance of the act, or an acquiescence, or 


may be an inference from the facts and 
circumstances shown, 

3. Statements by a debtor engaged in 
general mercantile business, disclosing 
a determination to defeat the claim of a 
creditor, and arrangements made in 
pursuance of such intention, combined 
with the further facts that the stock of 
goods has, during seven months, been 
as rapidly as possible converted into 
cash by sales, and depleted in the ag— 
gregate several thousand dollars, and 
no satisfactory account given of the dis- 
position of moneys derived from the 
sales, may be sufficient to sustain an at- 
tachment on the stock of goods on the 
grounds of a fraudulent disposal or con- 
cealment of property. 


LIABILITY OF OHIO MANUFACTURING AND TRADING CORPORATION, UPON NOTES SIGNED 
BY MANAGER OF MISSOURI BRANCH, WHO HAD ENTIRE CONTROL OF BUSINESS, 


Glidden & Joy Varnish Co. of Ohio v. Interstate Nat. Bank of Kansas City, U. S. Circuit Court of Appeals, 


Eighth Circuit, September 2, 1895 


The G Co., a manufacturing and tra- 
ding corporation located in Ohio, hada 
branch in Missouri, which was conduct- 
ed by one D, as general agentand man- 
ager, and at which a large business was 
carried on in the purchase and working 
up of raw material, and the sale of the 
finished product over a large territory. 
D was left in full control of all depart- 
ments of this business conducted in 
Missouri, and managed all its affairs, 
financial and other, with the knowledge 
and consent of the officers of the G Co., 
and generally without directions or 
oversight by them, He reported to the 
G Co. from time to time, and some of 
his reports showed entries of ‘‘bills 
payable,” Upon the trial of an action 
against the G Co upon notes signed in 
its name by D, as treasurer, the presi- 
dent of the G Co. testified that he knew 
D was signing all the bills made pay- 
able by the Missouri concern for goods 
purchased; that he supposed it was the 
natural order of things for D to procure 


the discount of bills receivable, by in- 
dorsing them as treasurer of the G Co. ; 
and that, if money were required in an 
emergency, he supposed D would be 
expected to make and procure the dis- 
count of the company’s notes, 

Held, that D, being left in the abso- 
lute control and management of the 
whole business of the G Co. in Missouri, 
to act on his discretion, had authority 
to do whatever a reasonably prudent 
merchant or manufacturer would do, 
and, accordingly, to sign promissory 
notes in the name of G & Co Per 
Caldwell & Thayer, circuit judges. 
(Sanborn, Circuit Judge, dissenting. ) 

Held, that the course of the business, 
the reports of D showing notes made by 
him, and the testimony of the president 
of the G Co. were sufficient evidence to 
authorize a finding that D was impliedly 
authorized to sign notes, though, mere- 
ly as general manager of the business, 
he would not have such authority. Per 
Sanborn, circuit judge. 
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DEMAND, PROTEST AND NOTICE. 


CERTIFICATE OF PROTEST AS EVIDENCE—NOTICE OF DISHONOR-——COMPETENCY OF BANK 


OFFICER TO ACT AS 
CHANGE OF 
SURETY. 


COLLATERAL—EF FECT 


Nelson v. First National Bank of Killingley. 


Action by a Connecticut bank, holder 
of a promissory note made at Stillwater, 
Minn., payable at the office of the bank 
in Connecticut, against Nelson, an in- 
dorser in Minnesota, who denied pre- 
sentment, demand, protest and notice, 
a.leged that he was an accommodation 
indorser to the knowledge of the bank, 
alleged that the bank had exchanged 
valuable collateral, pledged as security 
forthe note, for worthless collateral, 
without his knowledge or consent, and 
therefore denied liability on the note. 


Verdict and judgment having been 


given for the bank, the indorser brought 


the case before the United States Cir- 
cuit Court of Appeals, for review. Fo'- 
lowing is asummary of the opinion of 
Sanborn, Circuit Judge. 

1. Certificate of protest of foreign notary 
—Competency as evidenee in Minnesota—l\s 
the certificate of protest of a promissory 
note drawn in one of the United States, 
signed by residents of that state, and 
payable in another, competent evidence 
in the State of Minnesota of either 
the presentment, demand, dishonor, or 
notice of dishonor of the note? The first 
alleged error in the trial of this case is 
that the court below admitted in evi- 
dence the certificate of protest of the 
note in suit made by a notary public of 
the State of Connecticut. The objection 
urged to it is that the note stood upon 
the same footing as an inland bill of ex- 
change, that such a bill requires no pro- 
test, and hence the certificate was not 


NOTARY—LIABILITY OF 
OF DELAY OF 


INDORSER AS AFFECTED BY EX— 
CREDITOR ON LIABILITY OF 


U. S. Circuit Court of Appeals, Eighth Circuit, Aug. 19, 1895. 


an official act, and is incompetent. This 
objection cannot be sustained on the 
ground that this was an inland bill or 
inland note, as distinguished from a 
foreign note. A bill of exchange drawn 
in one of the states in the United States, 
payable in another, is a foreign bill, 
under the settled interpretation of the 
commercial law in the national courts. 
Bank v. Daniel, 12 Pet 32, 53, 54; 
Buckner v. Finley, 2 Pet. 586, 592; 
Dickens v. Beal, 10 Pet. 572, 579 

A more serious objection to the cer- 
tificate is that the paper protested was 
not a bill of exchange at all, but a 
promissory note, and it 1s not necessary 
to protest such a note in order to charge 
the indorser. All that is required is 
that due presentment and demand shall 
be made, and that the indorser shall be 
seasonably notified that the note is dis 
honored, and that the holder looks to 
him for payment. Proof of such pre 
sentment, demand, and notice may be 
made by any competent witness, and 
the certificate of these facts by a notary 
is not indispensable to a recovery against 
an indorser. Nicholls v.Webb, 8 Wheat. 
326, 331; Bay v. Church, 15 Conn. 15; 
3 Rand. Com. Paper, $1143. But it 
does not necessarily follow that the cer- 
tificate of protest is incompetent evi- 
dence of presentment, demand, and dis- 
honor, because a protest was unneces- 
sary to charge the iadorser. It has been 
held by eminent authority that the cer- 
tificate of a notary public is competent 
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evidence of the presentment and de- 
mand of payment of a promissory note 
under the common law, though a pro 
test was unnecessary to charge the in- 
dorser. Williams v. Putnam, 14 N. H. 
541; Bank v. Stackpole, 41 Me. 302. 

It is the common practice of banks 
and business men to cause a notary pub 
lic to protest such notes as that here in 
suit, and it is a wise and salutary cus- 
tom. It tends to insure prompt and ef- 
ficient action, definitely fixing the rela- 
tion of the parties at the maturity of the 
paper, and to preserve a correct and re- 
liable record of their rights and liabili- 
ties. It was undoubtedly in view of 


these facts that the Legislature of the 
State of Minnesota early provided that: 


“The instrument of protest of any notary pub ic ap- 
pointed and qualified under the laws of this state, or 
the laws of any other state or territory of the United 
States, accompanying any bill of exchange or promis- 
sory note, which has been protested by such notary 
for non-acceptance or nonpayment, shall be received 
in all the courts of the stateas prima facie evidence 
of the facts therein certified.”” Gen. St. Minn. 1878, c. 
26, § 8, (Gen. St. 1894, § 2275). 

This statute is a conclusive answer to 
the objections to this certificate. Under 
it the certificate of protest in question 
would have been competent evidence in 
thecourts of the state, whether a pro- 
test of the note was indispensable or 
not. Bettis v. Schreiber, 31 Minn. 329, 
332, 17 N. W. 863. And the rules of 
evidence prescribed by the statute of a 
state are declared by act of congress to 
be ‘‘rules of decision in trials at com- 
mon law in the courts of the United 
States,”’ ‘‘except where the constitution, 
treaties, or statutes of the United States 
otherwise require or provide.” Rev. 
St. § 721; Brandon v, Loftus, 4 How 
127; Sims v. Hundley, 6 How. 1, 6; 
Potter v. Bank, to2 U. S. 163, 165. 

2. Sufficiency of notice of dishonor— 
The notary public testified that, im- 
mediately after protesting the note, he 
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mailed to the plaintiff in error, at the 
request of the bank, a copy of the note 
attached toa certificate over his hand 
and seal that he had protested the same 
for nonpayment, It is insisted that this 
nolice was insufficient to charge the in- 
dorser, because it does not expressly 
state that the bank looks to kim for 
payment. The objection is untenable. 
For what other purpose could the plain- 
tiff in error have inferred that this no- 
tice was sent to him by the holder of 
this note? There is no hard and fast 
rule that requires the notice to state in 
so many words that the holder looks to 
the indorser for payment of the note. 
A notice of dishonor or of protest of the 
paper from which it may be reasonably 
inferred that the holder intends to look 
to the indorser for payment is sufficient 
notice of that intention, and no other 
inference could be reasonably drawn 
from this notice. A notice of nonpay- 
ment and protest sent to the indorser 
by the holder of the note is, by neces- 
sary application, an assertion by the 
holder of his right to collect of the in- 
dorser. Bank v. Carneal, 2 Pet. 543, 
553; Mills v. Bank, 11 Wheat. 431, 436. 

3. Protest by cashier of Bank's Paper is 
legal.—It is argued that the certificate 
of protest and the notice were incompe- 
tent, because the notary was cashier of 
the bank that held the note. It is true 
that, when the rule prevailed which dis- 
qualified any party interested in an 
action from testifying in the cause, 
some of the courts held that a party in 
interest could not protest commercial 
paper, on the ground that, inasmuch as 
he could not testify to the presentment, 
demand, and notice, he was disqualified 
from making evidence of these facts by 
his certificate. Bank v. Cox, 21 Wend. 
119; Bank v. Porter, 2 Watts, 141. But, 
in the circuit courts of the United 
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States, interest in the litigation no longer 
disqualifies a witness; and this rule falls 
with its reasoning. A notary public who 
is the cashier of a bank may now legally 
protest its paper. 

4. Admission by clerk of indorser compe- 
tent evidence of receipt of notice.—It is as- 
signed as error that the trial court ad- 
mitted in evidence the following letter: 

STILLWATER, Minn., Feb. 27, 188s. 
“H. N. Clemons, Esq., Danielsville, Conn.—Dear 
Sir:—Yours of the 21st inst., inclosing notice of pro- 
test, received. Mr. Nelson is now East, at Boston, I 
think; and I forwarded the same to him. 
Yours, resp’y, J. A. Phipps, for C. N. N.” 

Mr. Clemons was the notary public 
who testified that he protested the note, 
and mailed the notice of protest on Feb- 
ruary 21, 1885, directed to the plaintiff 
in error at Stillwater, Minn., where he 
lived. This letter of Phipps was the 
answer he received. Testimony had 
been introduced tending to prove that 
J. A. Phipps, who signed the letter, was 
at itsdate a clerk in the office of the 
plaintiff in error, employed by the C. 
N. Nelson Lumber Company, a corpor- 
ation of which Nelson was president. 
It was necessary for the defendant in 
error to prove that it had used reason- 
able diligence to notify Nelson of the 
dishonor of the note in order to charge 
him as an indorser. For this purpose, 
the testimony of the notary that he 
mailed the notice, addressed to him at 
his proper postoffice address, was compe- 
tent. But the written admission of the 
clerk in the office of the plaintiff in er- 
ror that the notice was received there, 
made at the time and in the usual course 
of business, was certainly not incompe- 
tent evidence of the diligence of the 
bank, and it is as convincing proof to 
our minds that the notice was actually 
sent as the testimony of any witness 
could be. The admission of the receipt 
of a letter by a clerk in the office of a 


principal who has authorized him tore- 
ceive his letters may well be deemed to 
be the admission of his principal. 

5. Lffect of exchange of collateral on lia- 
bility of indorser—One of the chief de- 
fenses of the plaintiff in error was that 
the $10,000 of guaranteed stock of Sey- 
mour, Sabin & Co. was worth the full 
amount of the note on February 23, 
1885, and that the bank exchanged it 
on that day for the worthless stock of 
the Minnesota Thresher Company with- 
out his consent. His claim was that he 
was asurety for the maker of this note, 
and that this action of the bank abso- 
lutely released him, regardless of the 
value of the security exchanged. The 
court, however held during the trial, 
and at its close charged the jury, that 
the bank was liable to him on account 
of this exchange for the damage he had 
sustained thereby only, and that the 
measure of that damage was the differ- 
ence between the value of the guaran- 
tied stock of Seymour, Sabin & Co., and 
the value of the stock of the Minnesota 
Thresher Company at the time of the 
exchange. This is undoubtedly the true 
rule. It restores to the debtor ali the 
loss he sustains, while it does no in- 
justice to the creditor, It is supported 
by reason and sustained by authority. 
Vose v. Railroad Co , 50 N. Y. 369, 374, 
375; Griggs v, Day (N. Y. App.) 32 N. 
E. 612; Potter v. Bank, 28 N. Y. 641; 
Booth v. Powers, 56 N. Y. 22; Thayer v, 
Manley. 73 N. Y. 305; Bank v. Gordon, 
8 N. H. 66; Story, Eq. Jur. § 326; Law 
v. East India Co., 4 Ves. 824, 833; 
Payne v. Bank, 6 Smedes & M. 24, 38, 
39; Nefi’s Appeal, 9 Watts & S, 36, 43. 
Under this rule, an important issue 
arose over the value of the stock at the 
time of the exchange. At that time, 
Seymour, Sabin & Co., the corporation 
that issued the stock, and the North- 
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western Manufacturing & Car Company, 
the corporation which guarantied the 
stock, were insolvent, and all of their 
property was in the hands of receivers 
appointed by the state court under 
chapter 76 of the General Statutes of 
Minnesota of 1878 (Gen. St. 1894 $§ 5889- 
5911), to convert their assets into money, 
distribute it among their creditors, and 
wind up the corporations, It is evident 
that there were then two, and only two, 
methods by which the holder of this 
stock could obtain anything of value 
for it. One was to sell it for whatever 
it would bring in the market. The 
other was to follow the assets of these 
corporations in the state court, and to 
obtain from the receivers the share of 
their proceeds to which the holder of 
the stock should become entitled on 
their distribution, Accordingly, the 
court below permitted competent wit- 
nesses to give to the jury their opinion 
of the value of this stock at the time of 
the exchange; and it also allowed the 
parties to prove the amount of the as- 
sets and liabilities of the co: porations 
at different times between the appoint-— 
mentof the receivers, in May, 1884, and 
the sales of the property of the corpor— 
ations by direction of the court, in 1887 
and 1888, together with the amounts 
finally realized from those sales. There 
was certainly no error in this general 
rule. There is no better or safer cri- 
terion to determine the value of stock 
or of the debt of an insolvent corpora— 
tion than a comparison of the value of 
its assets with the amount of its liabili- 
ties; and where the assets are sold at 
public auction, after ample notice, and 
converted into money under orders of a 
court, in accordance with the provisions 
of the statutes under which the corpor- 
ations exist, the amount realized from 
their sale is ordinari:y very conclusive 
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evidence of their value. The fact that 
the statutes of a state under which a 
corporation is organized constitute the 
charter of the corporation must not be 
overlooked in considering this question. 
Chapter 76 of the General Statutes of 
Minnesota of 1878 (Gen. St, 1894, 
$§ 5889 5911), which provided for the 
sequestration of the property of these 
insolvent corporations and its sale under 
the orders of the state court, necessarily 
conditioned the value of the stock and 
liabilities of these corporations; and we 
should hesitate long before we should 
hold that the amount obtained for their 
property at a public sale in accordance 
with the law of their existence was no 
evidence of the value of that property. 

Our conclusion is that the general 
rule adopted by the court below was cor-— 
rect, that proof of the value of the as— 
sets and of the amount of the liabilities of 
these insolvent corporations, and proof 
of the amount realized from their assets 
at auction sales made under orders of 
the court, and the opinions of witnesses 
as to the value of the stock and the 
value of the assets, were all competent 
evidence tending to show the value of 
this stock and of the liability of these 
corporations upon it, 

6. Effect of delay in proceeding against 
maker upon indorser’s liabtlity.—It is con- 
tended that the plaintiff in error was 
relieved from all liability on the note in 
suit, and that the court should have so 
charged the jury, because he stood in 
the relation of a surety for the maker of 
the note, and the defendant in error 
had permitted its claim against the 
principal to become barred by the stat- 
ute of limitations before the trial of this 
action. The facts on which this claim 
is based are that the bank filed a claim 
against the maker of the note and the 
plaintiff in error in this action several 
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years before the statute of limitations 
ran against either of them, and caused 
the summons in the action to be served 
upon the plaintiff in error, but did 
not cause it to be served upon 
the maker of the note at all, and 
its claim against him became barred by 
the statute before the trial of the action. 
There was, however, no evidence of any 
agreement on the part of the bank to ex 
tend the time of payment to the maker, 
or to forbear or delay the prosecution of 
its action against him. The statutes of 
the State of Minnesota provided that an 
action might be brought against two or 
more persons for the purpose of com- 
pelling one of them to satisfy a debt 
due to the other for which the plaintiff 
was asurety. Gen. St. Minn. 1878, c. 69, 
§ 130 (Gen. St. 1894, $5272). The plain- 
tiff in error could have paid the note at 
any time before the statute ran in favor 


of the maker, and could then have en- 
forced repayment by the maker, or he 
could have maintained an action against 
the maker under the statute we have 
cited, without first paying the note. 
Under this state of facts, the plaintiff 
in error was not released from his lia- 
bility on the note by the mere failure of 
the bank to press its action against the 
maker. Conceding that the plaintiff in 
error was an accommodation indorser of 
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the note, and that his relation to the 
maker after he was charged an an in- 
dorser was that of asurety,still this rela- 
tion imposed no obligation of active 
diligence upon the bank in the prosecu- 
tion of its suit against the principal, 
The surety assumes for himself the lia- 
bility of his principal. The contract of 
suretyship is not that the creditor will 
see that the principal pays the debt or 
performs the obligation, but that the 
surety willsee thatthe principal pays or 
performs. It is true that, if the creditor 
makes a_ binding agreement with the 
principal that he will extend thet'me of 
payment or forbear to collect the debt, 
this will release the surety. But the 
reason of this rule is that such an agree- 
ment ties the hands of both creditor and 
surety, and deprives the surety of his 
right to pay the debt at any time and 
enforce repayment from the principal. 


Mere forbearance or delay in enforcing 
the obligation of the principal has no 
such effect, and hence does not release 
the surety. 2 Brandt, Sur. Sec. 342; 
Reid v. Flippen, 47 Ga, 273, 276, 277; 
Whiting v. Clark, 17 Cal. 407, 411; Hunt 
v. Bridgham, 2 Pick. 581, 584; Mueller 
v. Dobschuetz, 8g Ill. 176, 182; Hubbell 
v, Carpenter, 5 N. Y. 171, 177, 178; 
Rucker v. Robinson, 38 Mo. 154; Morse 
v. Huntington, 4o Vt. 488. 





NOTICE OF NON-PAYMENT TO ONE ONLY, OF TWO INDORSERS—EFFECT ON LIABILITY OF BOTII, 


Jarnigen v. Stratton, supreme court of Tennessee, November 15, 1895. 


A promissory note, drawn and pay- 
able in Minnesota, to the order of S 
and T, was indorsed by S and T and 
presented by 4 for discount and dis- 
counted by a bank in Chattanooga, 
Tenn, The note was presented and 
protested in Minnesota, and notice of 
dishonor given to T alone. The bank’s 


assignee having brought suitin Tennes- 
see against T as indorser, he contended 
that he was a joint indorser with S, that 
notice to his joint obligor as well as to 


himself was necessary to bind him, and 
that by reason of the failure to give 
S notice, both indorsers were dis- 
charged. 

Held: While the weight of authority 
is that (except in case of partners) no- 
tice to one joint indorser is not sufficient 
to bind either; yet in Tennessee, under 
the statute (Mill & V. sec 3486) making 
all jont obligations joint and_ several, 
notice to T alone was sufficient to hold 
him liable. 
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CERTIFICATE OF DEPOSIT. 


NO PREFERENCE IN PAYMENT ON INSOLVENCY. 





Bayor v. American Trust & Savings Bank, supreme court of Illinois, April 1, 1895; re-hearing denied 
October 11, 1895. 


Petition of the holder of a certificate 
of deposit, against the bank, as assignee 
of a firm of insolvent private bankers, 
that the certificate, issued by the insol- 
vents, be paid as a preferred claim. 
Petition dismissed. The court holds: 

A depositor who receives an ordinary 
certificate of deposit. and whose money 
is mingled with other funds of a_ bank, 
is not entitled, on the insolvency of the 
bank, to any preference over other 
creditors, even though the banker prom- 
ised him to keep his money separate 
from the other funds, 

The court, in its opinion, thinks the 
evidence does not support the assertion 
that the banker promised to keep this 
money separate; but even conceding it, 
denies the right of preference, saying: 

“But even if we should assume that 
the husband of appellant requested 
Schaffner to put the $2,700 away in a 
separate package, and that the latter 
promised so to do, yet the evidence 
shows that such promise never was com- 
plied with, and that said money never 
was separated from the general funds of 
the bank, and that no steps whatever 
were ever taken to effect such separa- 
tion, by either placing the money in a 
distinct parcel, or by making any entry 
upon the books of the bank indicating a 
withdrawal from the general funds of 
the firm, or by giving a receipt contain- 
ing even an intimation of a special de- 
posit. On the contrary, an ordinary 
certificate of deposit was given for the 


money not drawn from the bank, just as 
had been done on all former occasions. 
It has frequently been announced as the 
law of this state that even in a case 
where a definite and actual trust fund, 
which possesses all the attributes of a 
separate and distinct identity, has been 
so mixed and mingled with other funds 
as to render identification impossible, 
the cestui que trust, in the event of the 
inso:vency of the trustee, is remitted to 
the position and the rights of a general 
creditor. And where the relation be- 
tween the parties is primarily that of 
debtor and creditor, and there is a mere 
unperformed agreement on the part of 
the debtor to create a specific fund, 
which shall possess a separate identity, 
and to hold the same in trust, it would 
be illogical and inconsistent with these 
adjudications to hold that such creditor 
occupies a stronger position than one 
who is primarily the beneficiary of a 
distinct and identified trust fund. We 
regard the cases of Trustees of Schools 
v. Kirwin, 25 Ill. 73; Otis v. Gross, 96 
Ill. 612; Bank v. Goetz, 138 Ill. 127, 27 
N. E. 907; Wetherel v. O’Brien, 140 III. 
146, 29 N. E. 904; and Association v. 
Jacobs, 141 Ill. 261, 31 N. E. 414,—as 
conclusive against the contention urged 
herein by appellant. We think that no 
different rule than that to be formulated 
from the cases aoove mentioned is held 
in Kirby v. Wilson, 98 Ill. 240. which 
is cited by appellant and largely relied 


on, 
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PARTIAL PAYMENT TO UNAUTHORIZED PERSON—ILLITERACY OF HOLDER. 


A case has been decided by the su- 
preme court of Wisconsin,—Devine v. 
Bank of Baldwin, September 26, 1895, 
which illustrates the danger to banks in 
dealing with illiterate persons in view 
of the sympathy of juries for such per- 
sons. The Bank of Baldwin issued a 
certificate of deposit for $400 to Frank 
Devine, an illiterate man, in May 1891. 
In December, 1891, Devine returned 
this certificate and obtained $100, and 
$7.50 for accrued interest, and another 
certificate, in like terms as the first, but 
for $200 only. March 31, 1893, Devine 
obtained $100 on this certificate, which 
was indorsed on its face, and he held 
the same until November 16, 1892, when 
he called for the amount due him, and 
received only $too, and $2 50 for ac- 
crued interest. He then claimed for 
the first time that there was $100 more 
due him than was called for by the last 
certificate. It appeared that on the 7th 
of September, 1891, there had been $100 
paid and indorsed on the certificate and 
on its corresponding stub, and the pay- 
ment entered on the blotter and ledger 
of the bank on that date, The officer 
who made the payment could not swear 


he had made it to the plaintiff, but said 
he had either done so, or to some one 
who satisfied him he was authorized to 
receive it. Devine proved that on that 
day he was not at the bank, and the 
testimony showed that the certificate 
was usually kept by his wifeina bureau 
drawer in their bedroom, Devine could 
not read nor write. The bank con- 
tendea that Devine, having presented 
the certificate bearing the indorsed pay- 
ment, and having allowed the matter to 
rest for fourteen months, was estopped 
from thereafter recovering, The jury, 
however, gave him a verdict, which the 
supreme court of Wisconsin refused to 
disturb, 

The the court was that 
the payment was and 
that it was proper to allow the jury 
to consider the illiteracy of Devine and 
his wife in explanation of the delay in 


theory of 
unauthorized, 


discovering it; that the court was un- 
able to say, upon the facts proved, 
there could properly be any inference 
drawn by the jury that had 
been prejudiced by the failure of De- 
vine to make earlier discovery or com— 
munication of the improper payment. 


the bank 


CHATTEL MORTGAGES. 


CHATTEL MORTGAGE —OKLAHOMA—POWER IN MORTGAGOR TO SELL—VOID AS TO 
CREDITORS. 


Bank of Perry v. Cooke, supreme court of Oklahoma, Sept. 7, 1895. 


1. Where, at the time of the execution 
of achattel mortgage, it is understood 
and agreed between the parties that the 
mortgagor shall be allowed to remain in 
possession of the mortgaged property, 
and sell and dispose of the same in the 
ordinary course of trade, and apply the 
proceeds to his own use, the mortgage 


is absolutely void as to creditors of the 
mortgagor. 

2. It does not matter whether such 
agreement is oral or in writing, contaia- 
ed within the mortgage or without: if 
such an agreement was had, the mort- 
gage is fraudulent and void as to cred- 


itors, 
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NATIONAL BANK DIRECTORS. 


INDIVIDUAL LIABILITY FOR SPECIAL 


DEPOSITS TURNED OVER 


TO RECEIVER UPON 


BANKS’ INSOLVENCY. 


Miller v. Howard et al., supreme court of Tennessee, October 10, 1895. 

Directors of a national bank, who on its suspension issue a circular declaring the solvency of 
the bank, and that they hope to reopen within 60 days, and authorize the bank officers to receive 
money On special deposit, and keep it in the vaults of the bank, subject only to the check of the 
depositor, and subsequently, on the appointment of a receiver forthe bank turn over to him de- 
posits made pursuant to the circular, are personally liable to the depositors for the amount of such 


depesits. 


Bill by W. B. Miller against J. M. 
Howard and others to recover a special 
deposit. 
defendants appeal. 


From a decree four plaintiff, 
Affirmed. 


Witktrs, J. 
three directors of the First 
Bank of Dayton, seeking to hold them 


This is an action against 
National 


individually responsible for the amount 
of a special deposit made by complain- 
ant in said bank. The chancellor held 
them liable, and gave judgment against 
them for the amount of the deposit and 
interest, and they have appealed and as- 
signed errors. The facts, so far as nec- 
essary to be stated, are that the First 
National Bank ot Dayton, Tenn., was a 
banking association under the laws of 
the United States with a capital stock of 
$50,000, and defendants, with others, 
were directors of the same. Owing to 
the general financial trouble in the 
country, it suspended payment on the 
22d of August, 1893, under a resolution 
of its board of directors. These direct- 
ors issued a circular at the time of said 
suspension, intended for its depositors 
and the general public, giving their 
reasons for the suspension,and announ- 
cing thatthey hoped to be able to re- 
sume business regularly in 60 days, and 
in the meantime the bank officers were 
directed to receive on deposit any 
funds that might be deposited, and to 


keep such funds in the bank vaults, sub- 
ject only to the check of parties depos- 
iting the same, and for no other pur- 
pose. The circular further stated that 
the bank was in a perfectly solvent con- 
dition, having solvent assets more than 
double its liabilities, in addition to the 
liability of its stockholders to an am- 
ount equal to their stock, ‘under the 
law Complainant’s insistence, support- 
ed by his own testimony and other evi- 
dence, is that he relied upon the state- 
ments of this circular, and the integrity 
of the officials of the bank, and in con- 
sequence made special deposits from 
time to time, from the 22d August, 1893, 
to the 18th of October following, upon 
which he was allowed to check as he saw 
proper; and on the 18th of October, 


1893, he had to his credit of such special 


deposit a balance of $186.83, On this 
date the directors procured a receiver 
to be appointed by the comptroller of the 
currency, who, a few days thereafter, 
took charge of the bank and all its pro- 
perty; and among other funds, by the 
active assent and direction of the board, 
the said receiver took possession of the 
special deposits in the bank, including 
that of complainant. It appears from 
the evidence that these special deposits 
amounting in all to about $1,600, were 
placed in the vault of the bank in sep- 
arate packages, labeled with the amount 
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and owner’s name, and in this shape 
were turned over to the receiver, along 
with all the assets and property of the 
bank, and they were sent to Washing- 
ton to the comptroller of the currency, 
and were afterwards treated and paid 
out as general deposits or assets of the 
bank upon its liabilities; that the bank 
was really insolvent when the circular 
was issued; and that its debts have been 
only partially paid by its assets and 
property. The complainant, at or about 
the time of the receivership, gave his 
check for the amount of his balance due 
him, and it was presented to the re- 
ceiver for payment, and the entire mat- 
ter was explained to him; but he refused 
to honor the check, and it was protested 
for nonpayment, and complainant has 
received nothing upon account of it, 
either from the bank or the receiver. 
Complainant, at the same time, applied 
to the cashier of the bank for payment 
of the check out of the special deposit, 
but was answered that the deposits had 
been turned over to the receiver, by or- 
der of the board of directors, and he 
could do nothing in the matter. The 
bill was demurred to, and the demurrer 
was overruled, and need not be special- 
ly noticed. The defendants, in their 
answer, state that they acted in good 
faith in the matter, and for what they 
deemed the best interest of the bank 
and its depositors; that the deposits 
piaced in the bank during the suspen- 
sion were strictly ‘‘special deposits,”’ 
placed in separate packages, and la- 
beled with the names of the respective 
owners, and kept separate from the as-— 
sets and funds of the bank, and among 
the others was this deposit of the com- 
plainant. The contention of complain. 
ant is that his funds, being a special 
depos t, were his own property, and 
were wrongfully turned over to the re- 
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ceiver, by order of the defendants and 
the other directors, and were thus lost 
tohim. The defendants, admitting the 
title and ownership of complainant, in- 
sist that they were in no fault in permit- 
ting the special deposits to go into the 
receivers hands; and that complain- 
ant, in any event, could and should 
have reclaimed and secured the same 
from the receiver; and that they could 
not be required to look up the several 
special depositors and redeliver their 
deposits to them; and that, in any event, 
such action as was taken was the action 
of the bank as a corporation, for which 
they, as directors, were not individually 
liable; and, finally, if any duty devolved 
upon the officials of the bank, it was 
upon the president and cashier, and not 
the directors, to make return of the 
special deposits. 

There can be but little question, un- 
der the facts of this case, that a duty 
devolved upon the board of directors, 
after having received these deposits un- 
der the terms of the circular, to return 
them to the parties to whom they be- 
longed, and that it was easy and feas- 
ible to make such returns; and the act 
of the directors in turning them over to 


the receiver, or allowing them to go 


into his hands under their own applica- 
tion, was a breach of their duty and of 
their contract, as contained in the cir- 
cular. It was no part of the functions 
of the bank asa national bank to receive 
such deposits, except by order of the 
buard of directors; and they were not 
in any sense assets of the bank, to be 
turned over to a receiver for general 
distribution. Neither could the direct- 
ors, by delivering such deposits into the 
hands of such receiver, relieve them- 
selves of their duty in the premises, and 
throw upon the depositor the onus of 
following up the funds and reclaiming 
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them from the receiver. Directors are 
not mere figure heads, with no duties to 
perform, and with the liberty of leaving 
matters of this character to their presi- 
dent and cashier, and relieving them 
selves of liability and duty, by placing 
special funds they are under obligations 
to deliver to special depositors in the 


hands of third persons, and then leaving 


it to their depositors to litigate with 
such third person over their claims and 
rights. Itis shown in this cause that it 
was a matter of importance and benefit 
to the bank and its officers to receive 
these deposits, in order that they might 
retain these depositors and accumulate 
funds in their vault, so that they could 


more readily resume their usual course 
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of business; and it is also apparent that 
they might be personally benefitted in 
having the special deposits go into the 
hands of the receiver, to be paid out on 
the general liabilities of the bank, there- 
by, perchance, lessening their liability 
as stockholders to make good the de- 
ficit be assessment on their stock; and 
they were not strictly bailees without 
compensation or reward, This is nota 
case of want of ordinary care on the 
part of the directors, but a case of pos- 
itive active misconduct, which resulted 
in injury to complainant, and for which 
they are liable to him, We are of the 
opinion there is no error in the decree 
of the chaneellor, and it is affirmed with 
costs, 


RE-DISCOUNTS. 


LIABILITY OF 


BANK ON RE-DI-COUNTED PAPER—POWER OF CASHIER TO GUARANTY 


PAYMENT, 


First Nat. Bank of Kalamazoo v. Stone, supreme court of Michigan, Sept. 26, 1895. 


The cashier of the First National Bank of Kalamazoo, having a surplus to invest, wrote the 
cashier of the Central Michigan Savings Bank, for good paper with the latter bank’s indorsement. 
In response, notes of an engine works to the order of B, and indorsed by the Central Michigan 


Savings Bank were sent, and were renewed every ninety days. 


No entry was made on the borks 


of the savings bank showing that these notes were first discounted by it, and its receiver opp: 
the claim of the First National of Kalamazoo, upon the ground that they were not rediscoun:: 
paper, and the bank was not liable upon its indorsement. 

Held: The notes wete rediscounted paper; and the directors having intrusted the entire 
management to the cashier, the bank is liable upon its indorsement and guaranty of the notes, 


made by the cashier. 


Claim presented by the First National 
Bank of Kalamazoo, against George W. 
Stone, receiver of the Central Michigan 
Savings Bank. From an order allowing 
the claim, defendant appeals. Affirmed. 


Grant, J. The First National Bank 
of Kalamazoo presented a claim against 
the defendant on two promissory notes 
for $5,000 each, executed by the Lan- 
sing Iron & Engine Works, one to the 
order of O. M. and O, F. Barnes, and 
the other to the order of O. F. Barnes, 
payable at the defendant bank, The 


former was indorsed by O. M. and O 
F. Barnes, and the other by O. F. 
Barnes, and both were indorsed by the 
defendant bank. The claim was allowed 
by the court, and the receiver appeals, 
The first note originated in 1886; the 
second in 1889, Both had been renewed 
every go days, until the failure of the 
defendant bank in 1893, each renewal 
note being the same in form as the ori- 
ginal. The defendant bank had attend- 
ed to the renewals,and remitted the dis- 
count to the claimant. Two trials were 
had in the circuit court, upon the first 
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of which Mr. Bradley, the cashier of the 
defendant bank, testified that the orig- 
inal paper was rediscounted paper. This 
state of facts brought the case directly 
within that of Davenport v. Stone (Mich.) 
62 N. W. 722. The evidence upon the 
second trial differs only from that upon 
the first in that one of the bookkeepers 
of the defendant bank and Mr. Bradley, 
the cashier, testified that the bank 
books do not show that these notes 
were first discounted by the defendant 
bank. The claim is therefore made that 
this was not rediscounted paper. 
Davenport v. Stone, the last note, the 
note upon which suit was brought, was 


not entered upon the bank books. The 
correspondence in regard to these notes 
and their renewals was carried on in the 
manner usual between banks, The first 
letter by the claimant was written June 
24, 1886, by the cashier of the Kalama 
300 bank to the cashier of the defend- 
ant bank, and reads as follows: 


In 


“IT have a surplus of funds at present, and would like 
some good paper. Can't you send me some good paper 
with vour bank indorsement, say 3 to 5 thousand, on 
time, 60 to yo days?” 


In reply to this the defendant bank 
wrote: 
*Inclosed I hand for discount and returns Lansing 


Iron and Engine Works, $5,000, 3 mos., from June 28 
1886."’ 


The correspondence in regard to the 


second note does not appear. Three 
of the five or six directors were cogni- 
zant of these transactions while they 
were going on, one of whom was at one 
time president, and another cashier 
during the entire time, These notes 
were in the form commonly taken by 
the defendant when it discounted paper 
and is the form common among banks. 
While the correspondence does not in 
terms speak ot rediscounted paper, yet 
it is entirely manifest that these notes 
were sent and received as the paper 
owned by the defendant bank. The 
claimant did not ask the defendant to 
go out as its agent and make loans for 
it, but asked it tosend good paper with 
its indorsement, Fairly interpreted, 
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this means paper then owned by the de- 
fendant. Mr. Bradley, undoubtedly, 
stated the exact truth in his examination 
on the first trial when he said this was 
rediscounted paper. It appeared in 
Davenport v. Stone, as it also appears 
in this case, that this was thecustomary 
method of doing business and that there 
were about $100,000 of such paper out- 
standing. The mere fact tnat no record 
was made upon the books of the bank, 
except to credit the maker of the note 
with the proceeds thereof, less a charge 
made by the defendant bank, does not 
establish the fact that this was not re- 
discounted paper, Especially is this 
true in the presence of the testimony of 
Mr, Bradley upon the first trial, and the 
fact that the business was done in the 
usual manner. Even if there had been 
an attempt or design upon the part of 
defendant’s cashier and the directors, 
who were cognizant of the transaction, 
to defraud either the claimant or the 
stockholders of the defendant bank, this 
would not affect the rights of the claim- 
ant, who acted in good faith, without 
any knowledge of the real state of af- 
fairs, and fora valuabe consideration. 
Bank v. Armstrong, 59 Fed. 372, 65 
Fed. 570. 

Another complete answer to the de- 
fendant’s position is that the directors 
are chargeable with knowledge of the 
transaction, because courts will presume 
that the directors knew what by due 
diligence they might have known. No 
director of the defendazt bank has tes- 
tified that he did not know the method 
of doing business. It is evident that 
they might have known had they made 
the investigation which law and com- 
mon prudence require of such officers, 
If they chose to trust the entire man- 
agement to their cashier, the bank is 
liable. This was sufficiently discussed 
in Davenport v. Stone, supra. See, 
also, Trust Co. v. Howell (Minn.) 61 
N. W. 141; Martin v. Webb, 3 Sup. Ct. 
434. The order of the court allowing 
the claim is affirmed, with costs. The 
other justices concurred, 
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SET-OFF. 


SET-OFF BY DEBTOR OF INSOLVENT PRIVATE BANKER OF CERTIFICATES OF 


DEPOSIT 


PURCHASED AFTER SUSPENSION AND BEFORE ASSIGNMENT—WISCONSIN, 


Johnston v. Humphrey, supreme court of Wisconsin, Sept. 26, 1895. 


In this case, where a private banker failed, holding the matured notes of an individual ag- 
gregating $10,000, and the debtor thereafter purchased certificates of deposit of the banker for 
that amount, it is held that the statutes of Wisconsin permit a set-off of the certificates against the 


notes. 


Petition by James Johnston against 
H L. Humphrey, assignee, to have set- 
off allowed. From an order denying 
his petition, plaintiff appeals. Re- 
versed. 

It appears from the record that on 
and prior to June 8, 1893, Alfred J. 
Goss was doing a banking business at 
Hudson, under the name and style of 
“Hudson Savings Bank”; that said 
bank was not incorporated, and said 
Goss was sole owner thereof; that the 


bank was open and did business during 
June 8, 1893, but the next day closed 
its doors, and has not since done any 


business; that June 15, 1893, said Goss 
made a voluntary assignment for the 
benefit of his creditors to said Humph- 
rey, who duly qualified as such, and 
which assignment included all the assets 
of the Hudson Savings Bank; that at 
the time the doors of said bank were so 
closed the plaintiff was indebted to said 
Goss to the amount of $70,000, of which 
amount about $10,000 was then due, or 
became due prior to said assignment; 
at the 
time of said assignment; that between 
June 9, 1893, and June 14, 1893, the 
plaintiff purchased and became owner 
of 10 several certificates of deposit in 
said bank, issued by said Alfred J. Goss, 
aggregating about $10,000, and the 
plaintiff asks that the same be allowed 
as set offs against so much of his in- 


that the remainder was not due 


debtedness as was due when said assign- 
ment was made. From an order refus- 
ing to allow such set-offs the plaintiff 
brings this appeal. 

Cassopay, C. J. The statute provides 
in effect, that a demand by one party 
may be a set-off against, and a defense 
in whole or part to, demands by the 
other party, whenever the demand ar- 
ises upon contract, express or implied, 
if itexisted at the time of commence- 
ment of the action, and then belonged 
to the party claiming to set off the same, 
and due to him in his own right, either 
as the original contractor or payee, or 
as being the assignee and owner thereof, 
and that, if the contract has been as- 
signed to the party, a demand existing 
against such party, or any assignor of 
such contract, at the time of his assign- 
ment thereof, and belonging to the op- 
posite party, in good faith, before notice 
of such assignment, may be set off, to 
the amount otherwise recoverable upon 
such contract, whenever the demand be 
such as might have been set-off against 
the party or assignor, while the contract 
belonged to him; but in case the action 
be upon a negotiable promissory note 
or bill of exchange, then such set-off 
can only be allowed when such note or 
bill has been assigned to the party ‘‘af- 
terit became due.” Rev. St. § 4258. 
The question whether the appellant is 
entitled to set off the certificate of de- 
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posit so purchased by him depends 
upon whether the rights of the parties 
under this statute became fixed at the 
time A, J. Goss closed his bank (June 9, 
1893) or at the time he made a general 
assignment for the benefit of his credit- 
ors (June 15, 1893). It has heretofore 
been supposed by this court that ‘‘the 
rights of the creditors and debtors of an 
insolvent assignor, as to setoffs, became 
fixed immediately upon the completion 
of the assignment, in analogy to the 
rule applicable to debtors and creditors 
in the case of a deceased insolvent.” 
Bank v. Hicks, 67 Wis. 192; Oatman v. 
Bank, 77 Wis. 503; Jones v. Pliening, 
85 Wis 267. The same rule has been 
recognized in other states. Smith v. 
Brinkerhoff, 6 N. Y. 305; Rothschild 
v. Mack, 115 N. Y. 9; Fera v. Wick- 
ham, 135 N. Y. 225; Pierce v. Bent, 69 
Me, 38:1. So itis held in England that 
‘‘where there are mutual dealings be- 
tween a debtor and his creditors, the 
line, as to set-off must, as a general rule, 
and in the absence of special circum- 
stances, be drawn at the date of the 
commencement of the bankruptcy.” In 
re Gillespie, Ex parte Reid, 14 Q. B. 
Div. 963. It is conceded that an equit- 
able set-off may be allowed in a proper 
case without statutory authority. The 
question here presented is whether 
equity will refuse a right of set-off ex- 
pressly given by statute. We find no 
case authorizing such refusal. On the 
contrary, the authorities all seem to 
agree that equity will follow and obey 
an express statute applicable to the 
case. 2 Story, Eq. Jur. sections 1430- 
1437; Bathgate v. Haskin, 59 N, Y. 537; 
Jordan v. Bank, 74 N. Y. 473; Spauld- 
ing v. Backus, 122 Mass. 554. Herethe 
appellant right of 


seems to have a 
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set off, by the express language of the 
statute. There seems to be plenty au- 
thority to support such right of set-off. 
Lloyd v. Turner, 5 Sawy. 463, and cases 
there cited; Mattocks v. Lovering, 3 
Fed. 212; Pierce v. Bent, 69 Me. 381; 
Jordan v. Sharlock, 84 Pa. St. 368; Col- 
lins v. McKee (Pa. Sup.) 6 Atl. 396; 
Wilson v, Gabriel, 4 Best & S. 243. 
Cases are cited where it has been held 
in effect, that the set-off here would not 
be allowed, But it is believed those 
cases mostly arose under statutes which 
did not permit a creditor of an insolvent 
debtor to obtain a preference by attach- 
ment or otherwise. Thatiscertainiy so 
with the case of Smith v. Hill, 8 Gray, 
572, as will appear by reference to the 
following cases: Shelton v. Codman, 3 
Cush. 318; Andrews v, Southwick, 13 
Metc. (Mass.) 535; Ward v. Proctor, 7 
Metc. (Mass ) 318; Sprague v. Wheat- 
land, 3 Metc. (Mass.) 416; Bigelow v. 
Pritchard, 21 Pick. 169. The same 
seems to be true as to the Michigan 
cases relied upon, Stone v. Dodge, 56 
N. W. 75. Bradley v, Thompson Smith’s 
Sons, 57 N. W. 576. So proceedings 
under the recent bankrupt act dissolved 
prior attachments within a certain limit 
of time, But no such statute exists in 
this state. There can ve no doubt, un- 
der the evidence, that the appellant 
purchased the several certificates of de- 
posit mentioned for a valuable consider- 
ation, and became the owner thereof in 
good faith, within the meaning of sec- 
tion 4258, Rev. St. The mere fact that 
the bank had closed its doors did not 
prevent such purchase in good faith. 
The order of the circuit court is re- 
versed, and is remanded 
for further proceedings according to 
law. 


the cause 
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EXPRESS MONEY ORDERS. 


Editor Banking Law Journal: 

In reply to your inquiry concerning 
the status of the movement by Iowa 
banks in the matter of express money 
orders, etc , First, we, as bankers, claim 
that the express companies were not or- 
ganized for the purpose of carrying on 
a banking business, but were organized 
to do a transmitting business. They 
first began handling merchandise, and 
afterwards extended to money and all 
classes of valuables. Some years ago 
they began issuing a money order in 
competition with the government money 
order. These orders, upon the face of 
them, are payable at any office of the 
under 


and a recent trust 


agreement, the express companies have 


company, 


agreed to cash each other’s orders, when- 
ever presented. The rule of express 
companies to agents is to forward all 
money in their hands belonging to the 
company to the company’s headquar- 
ters, at the close of each day’s business. 
You will note by this that the agent is 
not supposed to have a cent on hand 
when he opens for business the next 
morning, and should a party then pre- 
sent an express order for payment, the 
agent is unable to cash it, and requests 
the party to call again later in the day, 
and perhaps he can make some collec- 
tions or sell a money order and get 
funds enough to cash it, or ifin a hurry 
for his money, to take it to the bank or 
some store, as they will cash it for him, 
In either event the bank eventually gets 
them, 

You will note upon the back of the 
order the express companies advise 
holders chat they can use the order to 


send to their friends, or merchants can 
use to pay bills, and bankers can use 
as exchange; the object of the express 
companies being to keep the order in 
circulation or floating. 

In many instances and in most of the 
larger towns, express agents have been 
in the habit of going to the banks and 
asking them to cash their draft upon the 
home office, Chicago, or New York, 
which has been done, and always at 
par. The banks are obliged to ship 
their currency in to pay for produce, 
stock, etc. The express companies 
never do this at par; always charge. 
To illustrate: A bank ships in one thous- 
and dollars of currency, rate, one dollar 
per thousand paid express company for 
express charges, Now the agentof the 
express company calls with a check to 
be cashed for $500 or $1,000; nocharge 
made. Draft given by agent is sent for- 
ward for collection, and currency again 
ordered to replace amount paid out. 
You note the express company gets ex— 
press charges when first brought in, 
and again when shipped in the sec nd 
time to replace, and so on, The cashing 
of these express orders, for customers, 
when presented, takes currency, the 
same as by agent. You notice this 
always makes business for the express 
companies, upon which they are always 
making a profit. First, on the sale of 
the order; then on banks shipping in 
currency to pay their orders, Banks 
not only lose the use of their funds 
while in transit, but also the cost of ex- 
press charges. 

Aside from this you notice that the 
banks are simply furnishing the money 
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for the express companies to transact 
their money order business on. The 
companies are enabled to accumulate a 
large fund at headquarters, coming to 
them from the proceeds of money orders 
sold in the country, and as the funds 
are forwarded each night, they get in 
before the orders are presented, as the 
average time express orders float is 
about thirteendays. The accumulation 
of this fund amounts to millions, and 
loaned on call or deposited in bank sub 
ject to call, pays them two percent, per 
annum. Nice profit of itself. Besides, 
the company can use a portion of this 
fund for other purposes, as the loss of 
orders and average amount uncalled for 
gives them a chance to safely usea por- 
tion for other purposes, The express 
companies seeing how easy it ts to dupe 
the banker, and being emboldened by 
their success, gave the screw another 
twist, and on November rst, advanced 


the carrying rates on currency from 25 


percent. to 130 percent. They say to 
to 40 cents per thousand—but consider 
what this means on one month’s busi- 
ness throughout the United States The 
last twist awoke the bankers of this 
country, and the scales began dropping 
from their eyes, and they see ‘*What 
" The ex- 
press companies have quietly taken our 
exchange business from us, which is the 
cream of the business. 


fools we mortals have been. 


The government 
was running their money order system 
at a profit until two years ago, and now, 
with the inroads of the express com- 
panies, is operating at a loss. 

The Iowa bankers now say the express 
companies must furnish their own capi-— 
tal upon which to do business, and 
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since December 1st, have declined to 
cash money orders, only at a discount. 

We also want to know how much bona 
fide capital they have and whether a 
corporation or partnership. In a suit 
now pending in Minnesota, I under- 
stand they claim they are a partnership 
and nota corporation. If they are to do 
an exchange and banking business, we 
want laws made to compel them to make 
statements and be subject to state or na- 
tional supervision, the same as banks, 
and to permit each state to have some 
control over them as over our foreign in- 
surance companies. 

We want them to pay their proportion 
of taxes, which they are not now doing, 
We believe in equal rights, granting the 
express companies all rights to do busi- 
ness, but upon an equal basis. 

On December 4th, the bankers of dif- 
ferent states met at Des Moines, Iowa, 
and took steps to organize a Bankers’ 
Mutual Casualty Company, to insure 
banks against day and night raids or in- 
jury to safe and contents; also to insure 
money packages by registered mail, be- 
lieving that the banks pay express com- 
panies for all losses and might as well 
save the princely salaries of express 
managers to themselves. 

The government should equip its mail 
cars with safes and transmit its own 
silver, gold and currency, in place of 
paying the express companies millions 
for doing what it can do by its postel 
force, with only a small additional in- 
crease in expense. 

Yours Truly, 
Cuas. R. HANNAN 

Council Bluffs, Iowa. 

Dec. 16, 1895. 
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THE WEST VIRGINIA DEBT. 


Virginia, having outstanding a large 
amount of bonds, was divided to form 
West Virginia. The Ordinance divid- 
ing the old state, reads: 


The new state shall assume a part of 
the common debt to be ascertained by 
charging her with state expenditures 
within her limits and with a just propor- 
tion of the expense of state government 
and crediting all taxes paid within her 
limits. 

The present State of Virginia, sup- 
posing that West Virginia’s part would 
amount to one-third, said to creditors, 
‘‘I will assume two-thirds of each old 
bond, and issue a certificate for the one- 
third set aside as West Virginia's pro- 
portion,” 

Virginia has called in all the old 
bonds on the theory that she will never 
pay any part of this one-third, But it 
has been subsequently ascertained that 
West Virginia’s share is very much less 
than one-third. 
judgment against Virginia for the dif- 
ference between the one third and the 
amount fixed on West Virginia by the 
Ordinance. 


listen to any proposition which does not 


A court would give 


Hence, Virginia will never 


unequivocally and unconditionally ac— 
quit her of all liability except for what 
West Virginia may pay. 

These being undisputed facts, cred- 
itors must deposit under a contract au— 
thorizing a committee to tender all the 
certiticates for whatever West Virginia 
pays, be it much or little. This would 
eliminate every inquiry except the naked 
question as to the amount West Vir- 
ginia owes. A committee could then 
instantly remove objections heretofore 


preventing legislation. Whenever this 
matter has been before a legislature, 
nothing was discussed except the danger 
of action unless the certificates were de- 
posited under a proper contract. The 
legislature would not act when no one 
could exiibit authority to exchange the 
certificates for whatever might be real- 
ized. Virginia cannot guarantee that 
West Virginia will pay any stipulated 
amount, be it ever sosmall. Everybody 
now admits that neither state will enter- 
tain any proposition which must be 
conditional on holders realizing any stip- 
ulated amount. 

A settlement is blocked by the fact 
that many certificates are pooled under 
a contract which forbids their surren— 
der unless holders realize at least 13 per 
cent, 
cannot be escaped. 


The language of this contract 


It reads: 


When a settlement is had, the Trust 
Company shall deliver to its depositors 
13 per cent, in the new securities re- 
ceived in settlement. 


There cannot be a settlement unless 
the Trust Company exchanges deposited 


and it 
the certificates 


certificates for new securities, 
will never surrender 
unless it receives enough new securities 
to pay 13 per cent. 

Progress is impossible unless holders 
co operate to adopt a contract authoriz- 
ing the Trust Company to exhibit its 


statement as follows: 


This Trust Company will exchange 
all deposited certificates for whatever 
may be realized from a settlement. 


Until such a statement is exhibited, 
neither state can act with safety. Ifany 
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influential holder gave this matter ten 
minutes close attention, he would quick- 
ly remove a difficulty certain to prove 
fatal when the legislature meets. It will 
then betoo late to remove it. Unfor- 
tunately, a misapprehension prevails. 
For example, a gentleman connected 
with the Stamped Trust Pool is quoted 
as saying: 

We have already agreed to surrender 
the deposited certificates for whatever 


West Virginia offers, though it be less 
than 13 per cent. 


But this gentleman has been misled. 
No such agreement has been or can be 
made, because the Trust Company has 
not given, and will not give its written 
statement that it will surrender the cer- 
tificates for less than 
ties. 


13 in new securi- 


Parties with money tied up would, if 
they understood this matter, cheerfully 
give the Trust Company any necessary 
authority; but they have not done so, 
and it will be too late to do so after 
a proposition comes before the legisla- 
ture, 

Public sentiment in both states is so 
extremely sensitive on this subject that 
no one in either state can be induced to 
connect his name with an undertaking 
which has been voted down six times in 
different legislatures. The last West 
Virginia legislature refused to even re- 
ceive the commissioners, and the fatal 
objection was that, the certificates, not 
being deposited under a proper con- 
tract, no one could agree to surrender 
them if terms were agreedto. The leg- 
islature will not risk a debt agitation, 
and it is certain that nothing, ot benefit 
to holders, will be done unless the pres- 
ent contract is abandoned. It 
prising nobody 
stacles 


is sur- 
tries to remove ob- 
preventing realization, 
are so easily removed. 


which 


Less than thirty 
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days remain within which holders may 
come together on the only lines which 
can obtain the public support of promi- 
nent men in eitherstate. A million cer- 
tificates could not now be sold at 2 per 
cent. No one giving this matter ten 
minutes close attention can fail to see 
that holders are alone to blame for the 
present hopeless situation. The certifi- 
cates are unsaleable, not because West 
Virginia lacks 
holders refuse to place themselves in a 
position to be dealt with. 

Only disaster can result from prose- 
cuting the Commission scheme. It is 
evident that so long as Virginia dis- 
claims 
claim on West Virginia 


honesty, but because 


lability she cannot set up a 
Virginia has 
no claim except on the theory that 
she owes the excess above West Vir- 
ginia’s share. The vice of the resolu- 
tion, appointing commissioners, is that, 
disclaiming liability, it places Virginia 
in the untenable attitude of obtruding 
herself as a volunteer collecting agency. 
West Virginia resented this, and refused 
to even receive the commissioners, 
There is no way to disguise the tact 
that the commissioners are to be paid 
by holders, and that they do not 
represent the state, but only persons 
with a claim on West Virginia, 
being apparent 


will 


These 
facts, West Virginia 
never receive commissioners no 
matter how a resolution is worded, 

But a very different case would be 
presented if Virginia, recognizing and 
admitting her liability, calls for asettle- 
ment. If she admits her liability, for 
the difference between the amount rep- 
resented by certificates and the amount 
fixed on West Virginia by the Ordinance, 
then West Virginia will be obliged to 
account. But Virginia cannot sately 
admit this liability unless the certifi- 


cates are unequivocally and uncondition- 
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ally tendered for whatever is realized. 
No one could ever exhibit authority to 
make such a tender, and hence this debt 
has remained unsettled. 

Jt is no answer to suggest that Vir- 
ginia may safely risk West Virginia's 
paying at least 13 per cent. on the total 
issue of certificates. The objection is, 
to a proposition which must be con-— 


ditional on anystipulated amount. This 
objection is fundamental, and would be 
equally fatal if the stipulation was only 
one percent. The point is, that no one 
in either state will connect his name 
with a proposition which must be con- 
ditional, It is astonishing holders fail 
to see that they have everything to gain 
and nothing to lose by co-operating for 
a new contract. 

This business is now at a standstill, 
West Virginia refuses to receive com- 
missioners who come as a_ volunteer 
collecting agency and they cannot 
come in any other capacity unless Vir- 
ginia admits her liability. Virginia 
cannot admit her liability, because the 
certificates are not deposited under such 
a contract as permits her unconditional 
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release. West Virginia can never act 
until Virginia passes a different resolu- 
tion, because it would be unsafe for 
West Virginia to make a settlement 
with holders, if Virginia may hereafter 
call for a different settlement. 

It is objected that if a new contract 
is adopted, parties interested in the 
Stamped Trust Pool will lose an ex- 
pected large commission, But this is a 
matter outside of any question between 
holders and the state. The point is, 
that these creditors can never realize 
anything unless the present contract is 
abandoned. 

Holders may easily unite on a _ pro- 
posal which, being invulnerable, may 
be published. An undertaking depend- 
ing on legislation in two states cannot 
succeed by repressing facts, easily 
proved, and which members of the leg- 
islature are certain to ventilate. The 
creditors have nothing to conceal; they 
have a good case, if it is managed right. 
It is lost as the matter now stands. 

J. M. Mason. 

CHARLESTowN, W. Va., 

November 8, 1895. 


MORTGAGES (Continued from p. 678.) 


CHATTEL 


MORTGAGE—TEXAS—UNRECORDED MORTGAGE TAKES PRECEDENCE OF SUBSE- 


QUENT MORTGAGE TAKEN WITH NOTICE 


Snyder v. First National Bank of Austin, court of civil appeals of Texas. September 25, 1895. 


The Texas statute (Sayles’ Civ. St. 
art, 3190 b sec, t) makes a chattel mort- 
gage void, as to subsequent ‘‘mort- 
gagees and lienholders in good faith,” 
unless the mortgage is filed with the 


clerk of the county of which the mort- 
gagor, if a resident of the state, is at the 
time a resident, 

Held: One taking a chattel mortgage 
with actual notice of a prior chattel 
mortgage on the same property, is not 
a mortgagee in good faith within the 
statute, and the claim of the subsequent 
mortgagee, with notice, does not take 
precedence over that of the mortgagee 
of the unrecorded mortgage. 


In this case, a bank took the second 
mortgage, with notice of the prior un- 
recorded mortgage, The court said: 

‘Acquiring its mortgage with notice 
of the prior claim of intervener, Mc- 
Gown, is inconsistent with good faith in 
so far as the rights of the intervener are 
concerned. The mortgage, though not 
recorded or filed and deposited with the 
clerk, is good as between the parties to 
it, and is only inoperative and void when 
its superiority is urged against the claim 
of a subsequent mortgagee in good 
faith. Good faith means, not merely 
the acquisition of a right for a consider- 
ation, but without notice of the adverse 
claims of others.” 
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THE MORTGAGE REDEMPTION LAW OF KANSAS. 


A Decision Upholding its Constitutionality. 


The following special dispatch sent the Kan- 
sas City ‘‘Times” from Topeka, will be read 
with interest by all holders of mortgages upon 
Kansas real estate: 

Topeka, Kan., Dec. 7.—The supreme court 
of Kansas, at its sitting to-day, handed downan 
opinion of vast importance to the debtors of the 
state, sustaining the constitutionality of the 
law of 1893, which gives eighteen months to 
the debtor toredeem on all sales on execution 
on foreclosure of mortgages, whether the mort- 
gage was made prior or subsequent to the 
passage of the law. William J. Scott, of Kansas 
City, argued the case for the winning side. 

The case is from Shawnee county, where 
John L. Beverly, the defendant in a foreclosure 
suit, asked the judge of the district court to 
order that the real estate in question be subject 
to redemption within eighteen months, as pro- 
vided by chapter 109, of the laws of 1893. This 
relief was refused, the lower court holding that 
chapter 109 was unconstitutional, so far as in- 
tended to apply to mortgages previously exe- 
cuted and delivered. 

On a proceeding in error in the supreme 
court the judgment of the lower court was af- 
firmed, Chief Justice Horton and Mr. Justice 
Johnston holding that the act giving a mort- 
gagee the right to redeem his property within 
eighteen months after the date of sale was con- 
trary to the provision ot the Federal Constitu- 
tion, which says that ‘‘no state shall pass any 
law impairing the obligation of contracts.”” Mr. 
Justice Allen dissented. 

Beverly filed a motion for a rehearing, and 
when Chief Justice Martin went upon the bench 
he and Mr. Justice Allen granted it. 

Chief Justice Martin wrote the opinion hand- 
ed down to-day, Mr. Justice Allen concurring, 
and Mr. Justice Johnston dissenting, The 
opinion covers twenty-six typewritten pages. 
The syllabus, however, is brief. It is: 

‘‘Chapter 109, session laws of 1893, commonly 
known as the redemption law, whether applied 
to existing or future contracts, is not in con- 
flict with the provisions of the Federal Constitu- 
tion that ‘no state shall pass any law impairing 
the obligation of contracts.’” 

Justice Martin holds in effect that the remedy 
of the judgment creditor is only affected by the 


new law, as the farm stands security for the 
debt and interest thereon, which still continues 
to run. He emphasizes the theory that a mort- 
gage¢ is nota title, but only security. Covering 
an objection raised in the argument of the judg- 
ment creditor, he said: ‘‘It may be said, how- 
ever, that the creditor is prejudicially affected 
by this change of the law because purchasers 
may be unwilling to pay as high a price as be- 
fore, but in this country land is not esteemed as 
in the old world. Here it is largely a subject of 
investment and speculation, and in many cases 
the purchaser would prefer a return of his 
money with interest toa deed forthe land. A 
court could hardly say judicially that land 
would sell for less by reason of this change of 
the redemption law, Such considerations, like 
the lowering of the rate of interest to be paid by 
the redemptioner, are too remote to justify the 
conclusion as a matter of law that legislation 
affects the value of a mortgage contract.” 

In conclusion, Judge Martin said: ‘‘Even 
doubt of the constitutionality of said chapter is 
not sufficient to warrant its judicial condemna- 
tion by this court; in such case it seems better 
to leave such condemnation to the final arbiter, 
the Supreme Courtof the United States.” 

It is said that the decision involves over $100,- 
000,000, and that under it every foreclosure 
and execution sale made in Kansas since 1893 
can beset asile. 

The decision has created a sensation among 
attorneys here. The opinion prevails that there 
will be no end of trouble and litigation as a re- 
sult of the ruling. Hundreds of foreclosure suits 
have been tried in Kansas in the last few years, 
decisions being based upon the opinion ren- 
dered by the supreme court when Albert H. 
Horton was chief justice. According to the 
rendered to-day all these decisions 
were wrong. Some good lawyers say that the 
decision will not stand the test of the United 
States Supreme Court, while others say that it 
will. The Topeka ‘‘Capital” will say editorially 
Sunday morning thatthe decision is all right 
fortwo reasons: It will enable the debtor to 
maintain his rights to the limit, and it will 
make it possible for the submission of the ques- 
tion to the highest tribunai for final 
ment. 


opinion 


settle- 
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puis department is carried on for the benefit of all subscribers, who are entitled to submit questions of ge - 
eral interest, and expect prompt and careful consideration thereof, without charge. The names and plaets 
of those submitting inquiries are published, unless special request is made to the contrary. 


Construction of ‘‘No Protest’’ Instruc- 
tions 


——, NATIONAL BANK, t 
Philadelphia, Dec. 16, 1895. 


Editor Banking Law Journal: 


DEAR Sir: —We have read the inquiry from C 
—p. 47 in the Journal for August—and are 
prompted to ask the question,-do you know 
of a decision of any court fastening liability 
upon any bank for not protesting a draft for 
non-payment at maturity, drawn at say three 
days sight, the draft having been forwarded for 
both acceptance and payment, where the in- 
structions accompanying the draft were the 
plain and generally accepted ‘‘No Protest” in- 
structions? 

The point cited by C is exactly similar to a 
question at issue between a correspondent and 
ourselves; and in this correspondence with him 
after he had urged the proposition upon us by 
and with the advice of counsel that he would 
have been liable for a failure to protest for non- 
payment, even although our instructions were 
‘*No Protest,” we stated our case about as fol- 
lows:— 

Your proposition to the effect that the bank 
at P was legally correct in protesting this item 
isnewstous. In an experience of over twenty- 
five years, after receiving and forwarding many 
thousands of drafts of this character, we have 
never encountered the proposition which you 
now submit. 

‘*We have always,in forwarding or receiving an 
unaccepted time draft marked simply ‘No Pro- 
test’ construed the same, in the absence of any 


In all instances where a de- 
parture from this rule has been intended, the 
instructions received or given have been speci- 
fied ‘No protest for non-acceptance,’ or ‘No 
protest for nonpayment.’ We will be glad if 
you will give us the benefit of any legal decision 
which may havea bearing upon the case. Itis 
a matter of surprise to us that any departure 
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from what has seemed a recognized and settled 
principle in banking should now be made.” 

After replying that his counsel still maintain- 
ed that his opinion was correct and that he 
would endeavor to point us out a decision, we 
again wrote him: 

‘‘Our counsel here, without going thoroughly 
into the matter, gave us a verbal opinion that 
the plain ‘no protest’ instructions accompanying 
an unaccepted time draft to be held for pay- 
ment in the event of acceptance is open to but 
one construction (regardless of indorsers) and 
applies to both acceptance and payment. We 
have always understood, of course, that a fail- 
ure to protest releases all but the payer. It 
seems tous that the common sense view of the 
case would be to accept the plain instructions as 
covering both acceptance and paymentespecially 
in the absence of a decision to the contrary; and 
in the event that we were forced into court on the 
issue, we certainly think we would have a good 
case. The burden of legal advice MAY rest with 
the other side, but we are quite sure that bank 
usage, in a very large sense, confirms our po- 
sition.” 

We are still awaiting the promised decision 
covering this case, and are a trifle slow to ac- 
cept the Wellington—Mansfield decision as cov- 
ering the pointat issue. We will be glad if we 
may have the benefit of a further opinion from 
you . 

Very truly yours, 
r. 


In case a 
three days sight draft, forwarded for 


The question in view is: 


collection, with a ‘‘no protest’”’ slip at- 
tached, is accepted by the drawee, but 
upon presentation for payment, is re- 
fused, is it the duty of the collecting 
bank to protest for non payment, or 
will the ‘‘no—protest”’ instruction be 
construed as a direction to return with. 
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out protest not only for non-acceptance 
but also non-payment? 

In the August Journal we expressed 
the opinion that protest for non-pay- 
ment under such circumstances by the 
collecting bank was justifiable and prop- 
er, omitting discussion of whether there 
would be ary legal liability for not pro- 
testing. In the September Journal (p. 
527) we further said that there probably 
was no legal duty ‘to protest where 
there were no indorsers to hold, yet 
protest would be proper and justifiable 
as turnishing the drawer with evidence 
of dishonor in a convenient form, in 
case he desired to sue the acceptor 

We are now asked, ‘‘Do you know of 
a decision of any court fastening a lia- 
bility upon any bank for not protesting 
a draft for non payment at maturity” in 
such a case; and for further discussion 
of the question. 

1. We know of no decision, and be- 
lieve none has ever vet been rendered 
fastening a liability upon a collecting 
bank for not protesting an accepted 
draft for non-payment at maturity, 
where the draft has been accompanied 
by the general instruction ‘‘no protest ;” 
and we have never, as yet, expressed 
the opinion that such a liability would 
exist. 

2. The farthest we have gone is to 
say that under such circumstances pro- 
test, aside from any question of legal 
obligation, is justifiable and proper, and 
that sound business judgment commends 
the act. 

The whole question depends upon the 
meaning of the ‘‘no protest” slip, as an 
instruction to the collecting bank. If 
bankers universally construed it as 
meaning ‘‘Don’t protest either for non- 
acceptance or non-payment,” protest, 
after acceptance, for non-payment, 
would not be justifiable. But is there 
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any such universal understanding of its 
meaning, or custom to so construe it? 
We are unable to say that there is, for 
we know that in many banks it is not 
so regarded. Frequently the slip reads: 
‘*No protest; take this off before pre- 
senting ;” which would indicate in these 
instances that the force of the slip as an 
instruction is exhausted with the pre- 
sentment for acceptance, and would 
not extend to the non-payment of an ac- 
cepted draft. The changed condition of 
the contract upon acceptance, considered 
in connection with the purpose served 
by the slip, also afford a reason for 
doubting that ‘‘no protest’’ is intended 
to waive the ordinary steps upon dis- 
honor for non-payment. 

A draws upon B fora debt. Brefuses 
acceptance. Protest is useless, and ‘“‘no 
protest” saves A the notary’s fee. But 
A draws upon B who accepts, and after- 
wards refuses to pay. The acceptance 
has changed the contract, which is now 
equivalent to a promissory note made 
by B, to the order of A, who is payee 
and first indorser. Protest is not use- 
less in such a case. (1.) A is now the 
holder of B’s acceptance or promissory 
note, which, fixed in amount, may con- 
stitute a better cause of action against 
B, than one upon the original debt. 
The certificate of protest in such case 
furnishes A with proof of dishonor in 
convenient form, and is therefore bene- 
ficial to him. (2) While in the major- 
ity of cases the drawers of drafts upon 
their debtors, do not transfer them for 
value, there are cases where A draws on 
Band A’s bank will pass the amount to 
his credit before collection and become 
a holder for value, Assume such a case, 
where A draws on B ‘‘no protest” and 
sells the draft to his bank. The bank 
forwards. 
refuses to pay. 


B accepts, but afterwards 
The collecting bank, 
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construing the ‘‘no protest” as an in- 
struction not to protest either for non— 
acceptance or non payment, holds the 
draft for a week in hope of collecting, 
then returns to A’s bank. A’s bank 
seeks to charge the draft, but A says, 
‘*Too late. I merely intended to waive 
protest of a non-accepted draft; not 
protest for non-payment of an accepted 
draft, which is an entirely different in- 
strument. Upon acceptance my con- 
tract was changed by operation of law, 
I became in effect first indorser, entitled 
to notice of non-payment at maturity, 
and am discharged by the omission to 
notify me.” The legal question would 
beat once raised. Is the slip a waiver 
of protest for non—payment, or merely 
of non acceptance? A case involving 
the meaning of the ‘‘no protest” slip as 
an instruction has not, as yet, been 
passed upon by the courts as far as our 
knowledge goes. It is not unlikely that 
the courts might construe it as waiving 
protest both for non acceptance and 
non-payment. On the other hand, it 
might be construed as a waiver of pro- 
test tor non-acceptance only, in view of 
the fact that upon acceptance, the na- 
ture of thecontract and liabilities of the 
parties are changed, and a new condi- 
tion of affairs created under which pro- 
test, before unnecessary, becomes use- 
ful. 

Our position is simply this: In the 
absence of a settled commercial con- 
struction of the ‘‘no protest” slip, as an 
instruction to omit protest not only for 
non-acceptance, but also for non pay- 
ment, or of legal decision stamping a 
judicial meaning upon the slip; in view 
of the changed character of the contract 
upon acceptance, and of the usefulness 
of protest of an accepted draft, as dis- 
tinguished from the uselessness of pro- 
test for non-acceptance; it is safer and 
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better for a collecting bank, acting for 
the best interests of its principal, to 
make protest for non-payment notwith— 
standing the ‘‘no protest” instruction, 
The situation presented makes protest 
justifiable and proper, even though 
there may be no legal liability as a 
result of its omission, 


Right of Bank to Apply Trust Fund on 
Debt of Depositor.. 





—— —, Iowa, December 13, 1895. 
Editor Banking Law Journal: 

DEAR Sir:—A, who has been indebted to B 
(bank) for several years (notes all being past 
due) deposits a draft from a loan company, 
which is indorsed as follows: 


Pay to A. A. or order for loan of John Doe.— 
N. N., Pres. 


A, at the time he deposits the draft, makes 
the statement that he is going to negotiate 
loans for a certain association or company. The 
amount of such drafts is deposited in his own 
name, and intermingled with the other money 
deposited and credited to the same account, 
against which A draws quite frequently and 
pays other debts, X&c. 

Question:—Would the B bank have the right 
to hold this deposit account against the notes 
and refuse to pay checks drawn against the de- 
posit, or would it constitute a ‘trust fund?” 

2. If a trust fund, will the bank be safe in al- 
lowing A to check out money for his private 
use, although it is deposited with other money 
in open or ranning account? 

3. The notes and mortgages for this money 
or loans are executed and recorded (and I think 
in possession ot Loan Co.) and in case the bank 
has the right to hold the deposits, or A should 
use it for private purposes, who would be the 
sufferer? 

Cashier. 


1, In this case we do not think the 
bank has a right to apply the deposit 
balance, made up of the draft, upon the 
debt of A, its depositor. The bank has 
knowledge that the draft does not be- 
long to A, but is held as a trust fund. 
A decision rendered by the supreme 
court of Illinois, the opinion in which 
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has been but recently received and 
which we will publish in our next num— 
ber, just fits the case. C, in Iowa, 
owned a carload of cattle which he 
shipped to commission merchants at 
Chicago. The commission merchants 
sold the cattle, and deposited the pro- 
ceeds, after deducting expenses, in their 
own bank, who the following day ap— 
propriated the balance as partial pay- 
ment upon a note of the commission 
merchants. The bank knew the money 
was proceeds of sales of live stock con- 
signed for sale on commission, but did 
not know who the consignors were. 
The bank contended that the relation 
of trustee and cestui gue trust did not ex- 
ist between the commission merchants 
and their consignors, but the relation 
of debtor and creditor only, and that 
when the moneys in question were de— 
posited, the bank became simply a 
debtor therefore to the depositors and 
had the right, in accordance with a 
previous agreement attached to the 
note, to apply such deposit towards the 
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The Advantage of Branch Banks. 

In the suggestions with reference to branch 
banks contained in his message, the President 
shows an intimate knowledge of the country’s 
financial necessities. To the uninitiated it may 
seem a matter of small moment whether the 
country’s banking is done by several thousand 
separate institutions—national and state—or by 
a small number of banks with a large number 
of branches, provided that both systems are 
equally safe; and yet the independent bank of 
one roof and the many-roofed or branch bank 
are so widely different in their results that the 
change from one to the other would mean the 
releasing of hundreds of millions of dollars of 
cash reserves, and might be made to mean the 
changing of our New York money market from 
a European plaything, knocked hither and 
thither at London’s behest, to great financial 
potentiality, which in its turn, and allied to a 
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payment of thenote. The court, how- 
ever, held that as the bank knew that 
the deposit was the proceeds of sale of 
consigned stock, it was bound to know 
ithad no right to apply such moneys in 
payment of its own demands against 
the commission merchants. 

2, Ordinarily where a bank keeps the 
account of one who deposits both his 
own and trust money in the same ac- 
count, the bank is safe in honoring his 
checks and is not bound to see to the 
application of the trust money. There 
may be circumstances, however, in 
which the bank might be liable. In the 
next number we will publish the de- 
cision from Illinois referred to and in 
that number will give a more thorough 
discussion of the rights and liabilities 
of banks in the matter of set off and 
payment of deposit balances, made up 
both of trust and individual deposits, 
citing decisions in support of the con- 
clusions stated. The question has been 
presented too late for full discussion in 
the present journal. 
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gold standard, could make a bold bid for the 
financial supremacy of the world. 

In wealth the United States is not exceeded 
by any European country, but its money lacks 
the power of concentration as well as the mobil- 
ity which, with its gold standard, gives London 
the monetary contro) of the globe. If onecould 
imagine Niagara’s flood scattered all over the 
country in innumerable lakes and ponds and 
left to find its way to the ocean through ten 
thousand little rivulets, instead of uniting its 
waters to form a force sufficient to turn every 
wheel on this continent, that would form a 
scarcely exaggerated example of the difference 
between capital divided among thousands of 
independent banks and capital united and mo- 
bilized under the branch system, 

The success which a project meets with proves 
in some measure its right to succeed. A little 
more than sixty years ago the British joint- 
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stock banks with branches took the field in Eng- 
land, against the private banks which covered 
England from end to end and were believed in 
like a creed by the most conservative people in 
the world. It seemed a hopeless thing to fight 
against the wealth and local influence of these 
private banks, and yet to-day they may be said 
to have absolutely ceased to exist, swallowed up 
by the banks with branches. I know of one 
bank with deposits considerably in excess of 
$200,000,000 which has absorbed more than 300 
private banks. 

London's monetary position has been enor- 
mously strengthened by the change to branch 
banks, and every town in England has benefit- 
ted by her gain. That city has ten joint-stock 
banks, with branches to the number of 1,343 
throughout the country, and deposits amount- 
ing to $934,716,245. She has in addition four 
joint-stock banks which are purely metropoli- 
tan in that, while they have sixty-eight branches 
in London, they have none outside. These four 
banks have deposits amounting to $325,000,000, 
In the case of the class of banks first named the 
cash in hand is about 13 per cent. of the de- 
posits, and in the case of the purely metropoli- 
tan banks about 15% per cent. It is interesting 
to compare these percentages of cash in hand 
with that which the United States Government 
compels our national banks to keep, with a wise 
recognition of the perils to which isolated banks 
are exposed. 

But these figures do not show all that London 
gains by the branch system. It is to day the 
centre of a system of banks—domestic, colonial 
and foreign—representing upwards of 5,000 
branch establishments, and with assets exceed- 
ing $5,000,000,000. It would be useless to con- 
tend that such a gathering together of chief 


officers does not mean a giga tic assembling of 
capital also, or to say that the concentration 
does not give London enormous monetary and 
commercial prestige. 

It may seem strange that prudent English 
bankers should be content to retain only 13 per 
cent. of cash on hand, and yet there can be no 
doubt that a bank with a hundred branches is 
more adequately protected with such a percent- 
age of its deposits on hand in cash than any in- 
dependent bank is with 25 per cent. 

I should like to touch upon the other points of 
advantage rightly claimed for the branch sys- 
tem, such as the gain to the customer, to the 
stockholder, and to the community at large, the 
automatic inspection which renders government 
investigation superfluous and has made fraud 
practically impossible, and other features, but I 
will not trespass further on your space than to 
say that the old plea that the system would 
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cause an undue and even dangerous concentra- 
tion of capital and power at certain points has 
been falsified inthe experience of other nations 
running on all fours with our own, and that it 
has been found that where tried the country at 
large has benefited enormously by the ad- 
vantages which the system has conferred upon 
its leading cities. J. Serwin Tair, 
New York, Dec. o. 


A Remedy for Public Financial Disorder 


I suggest a remedy for the public financial 
disorder which is as safe as it is sure, and as 
sure as it is safe: 

(1.) Do not increase the taxes, either tariff or 
internal, because no increase is needed, the ex- 
isting surplus in the Treasury being ample with 
current receipts to take the country safely and 
in perfect comfort to March, 1898. Besides this, 
long before July, 1897, the income from our 
present rates of taxation will be piling upa 
monthly surplus instead of the small but almost 
continuous deficits now recorded. 

(2.) Authorize the issue of short-date gold 
bonds bearing interest at the discretion of the 
Secretary of the Treasury, not exceeding 3 per 
cent. per annum. These to be used if ever 
needed to swell the current income of the 
United States, and to provide gold for the pay- 
ment of the interest and principal of the bonded 
debt. 

(3.) As a measure of economy, authorize the 
Secretary of the Treasury to make all bonds 
hereafter sold or issued payable in gold. 

(4.) Reduce the taxes on national bank circu- 
lation to one-quarter of I per centum per an- 
num, and authorize the issuing of circulation 
equalin amount to the par value of United 
States bonds deposited as security for it. 


(5.) Direct the Secretary of the Treasury to 
cancel alllegal tender circulating notes of the 
United States as rapidly as they are presented 
for redemption and redeemed in gold coin, all 
such notes when reaching the Treasury in the 
ordinary course of business, and not for re- 
demption or in exchange for gold, to be paid 
out again, as gold, silver, or other currency is 
paid out. 

No other legislation of a financial character is 
needed, and the work of redemption would 
naturally extend, with all its blessings, overa 
period of ten or twenty years. The chances are 
that 1925 would see $200,000,000 of legal tender 
notes still outstanding, because, for reserve and 
many other purposes, banks, corporations, and 
individuals would prefer them to gold or silver, 
which are the only other forms of legal tender 
money in existence. MICHAEL D. HARTER 

DECEMBER 10. 
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CURRENT NEWS AND TOPICS. 


Embracing Items of Interest in all the States. Readers are requested to communicate matters arising locally, 
to enhance the interest and value of this department. 


WEEKLY MARKET LETTER. 
Ciapp & Co., Mitts Buiipine, N. Y. 
NEW YORK, TuHurspay, Dee. 19, :89s- 


FINANCIAL OuTLooK.—As monarchies fade 
and crumble in the East, the Western republics 
are proclaiming the dignity of labor and the 
civilizing power of an energetic and ethical 
commerce. Beneath Oriental and Occidental 
stars a new impulse ca!ls_ men of all nations to 
bring fresh honor tothe cradles of liberty, truth 
and justice. The commercial victories of brain 
and brawn may yet give to all the sons of men 
the gifts of comfort that were denied to the 
messenger of peace who took the sceptre of 
Christendom on an ancient Christmas day. 

Srraws,—Sixty-seven Krupp guns on one 
side and forty-eight on the other side of the 
Dardenelles were silent during the passage of 
one British and one Italian war vessel without 
permits. There are six Austrian ships, five 
French, one German, ten Italian, three Ameri- 
can, nineteen British and six Russian, or about 
fifty war vessels in or on their way to Levan- 
tine waters to keep the peace of European 
Turkey. The trading stock of Colorado mining 
exchanges have many of them advanced 300 
per cent. to 500 per cent. during the past year. 
Lake iron ore shipments for 1895 are estimated 
Over 10,270,000 tons, breaking records. Eight 
Southern States have 92,059,906 unemployed or 
unimproved acres of land waiting for occupa- 
tion. Argentine has anarea of 1,180,000 square 
miles and population of only 5,000,000 people, 
250,000,000 acres being adapted to cereals, 
10,000,000 acres to vineyards, 4,000,000 acres to 
Sugar cane and other sub-tropical products. 
They have 25,000,000 cattle, 6,000,000 horses, 
100,000,000 sheep and 3,500,000 goats. Euro- 
pean and North American agricultural and 
manufacturing people can find as much room 
south of the Equator as there was west of the 
Mississippi in 1840. Any great disturbance in 
foreign countries might transfer many men and 
much wealth to North American soil, The 
American laborer and true patriot may be par- 
doned for wondering if his blood is to be shed 
in political controversy with the country to 
whom the President wants him to hand his 
pocketbook and wages. 

STOCKS AND BONDS.—Bonps.—The mar- 
ket appears firm and demand likely to exceed 
supply at present prices after Jan. 1, 1896. We 
solicit orders for the purchase of quick convert- 
ible securities during the coupon clipping sea- 
son, when $100,000,000 of money will likely 
pass from borrower to lender the coming thirty 
days. 

RAILWAY Stocks.— The ‘‘Chronicle” estimates 
there is a loss this season of 220,000 tons of cot- 
ton freight, owing tothe short crop. The Mis- 
souri, Kansas & Texas decrease reported in 


gross receipts in November was $271,598, and 
Texas Pacific $150,247, Atchison $120,707, each 
largely because of short cotton tonnage. St. 
Paul increased in November $897,674, New 
York Central $364,743, Great Northern $352,- 
502, Northern Pacific $335,028, resulting from 
excess of crops in northwest. As yet receipts 
and low prices have not assisted Burlington, 
Rock Island and other corn roads in making 
good their deficit in the winter wheat belt. r24 
roads increased earnings for November $2,959,- 
563, and 121 roads from January 1 to November 
30 increased $21,573,350, against a decrease last 
year of $52,826,279 on 130 roads in same time. 
Missouri Pacific for November shows earnings 
of $2,256,000, against $2,177,614 last year; 
Southern Railway $1,851,922, against $1,783,- 
728 last year. The moral support of insiders 
does not prevent foreigners selling or the stock 
declining. The final report for the year on all 
roads will likely show excellent general results. 
The average price of the active stocks is about 
$4 per share morethan a year ago. Many con- 
servative business men predict Grangers are 
around low levels forthe coming season. That 
there is much more to encourage than to dis- 
courage. That present low levels absorb less 
coupon or other money than higher prices. In- 
vestors have more to reinvest than aggregate 
in values of good stocks at present prices. 
INDUSTRIALS.—Sugar tips are out to buy it as 
usual after a good advance. It oftens pays to 
copper such news about the time Congress 
meets Chicago Gas people claim the stock 
will goto go. They have always been known 
as willing to sell to investors at handsome gains 
when predicting agood advance. Leather peo- 
ple appear to have more confidence and more 
stock since the dividend was passed. We see 
no reason to advise its purchase except to help 
the stock manufacturer. Tobacco continues the 
favorite gamble; itis ever thus in a blind pool. 
General Electric is firmer and might advance if 
the public interest increases. Cotton Oil and 
Lead appear to hold their own on merit. Cord- 
age appears to have lost all friends. 
Corron.—In 1882, 5,224,620 bales came in 
sight the first tour months o{ the crop year, or 
prior to Jan. 1, or 74.72 per cent. of the crop, 
which equaled 6,992,234 bales. In 1885, 5,320,- 
230 bales came in sight the first four months, or 
81.23 per cent. of acrop of 6,520,2r5 bales. In 
1886, 5,450,419 bales came in sight the first four 
months, Or 83.68 percent, of the crop of 6,513, 
263 bales. In 1892, 5,356,207 bales came in 
sight, or 79.74 per cent. of crop of 6,700,365 
bales. For those four years the movement into 
sight the first four months of each crop year 
averaged 5,337,944 bales, or 79.89 per cent. from 
the average crop, which was 6,689,044 bales. 
This season there has come in sight to Dec. 14, 
4,183,427 bales; based on averages, there ap- 
pears held back and to come forward about 
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2,400,000 bales, indicating a crop of about 
6,600,000 bales. The world’s visible, Dec. 14, 
was 492,342 less than last year, of which 3,540,- 
490 bales were American, against 4,070,832 
bales last year. Northern spinners have taken 
$14,801 bales, against 1,223,704 a year ago. 
Southern spinners have taken 300,000 bales, 
against 271,000a year ago, Exporters 1,811,202 
bales. Spot cotton in Liverpool ranges higher 
than futures. Here all old crop futures are 
higher. It is conceded by many disinterested 
writers that planters in many sections have or- 
ganized to withhold the usual cotton move- 
ment, in hopes of causing higher prices. Some 
of our correspondents claim there is a larger 
demand for tertilizers for 1896 than for many 
years in December, that the acreage will be 
larger than ever, and that a cent a pound can 
be secured on cotton purchases from planters 
by effecting sales for October and November, 
1896, delivery at current prices, which are 
about 30 to 35 points below May delivery. This 
feature is pointed out as encouraging for spin- 
ners to only buy from from hand to mouth, and 
that they must certainly have larger stocks on 
hand than has been estimated. French and Eng- 
lish buyers in the cotton belt have generally re- 
turned. Receipts of cotton at thirteen Southern 
ports for eleven months, ending Nov. 30, were 
4,694,709 bales, against 5 ,231,707 bales same 
timein 1894, and 4,220,860 bales in 1893. The 
bears say the visible can beeasily reduced one 
half by Sept. 1, 1896, provided the acreage ex- 
ceeds that of 1894, as now seems probable, and 
yet cause the price to decline two cents per 
pound. Contending forces seem to look for- 
ward for 6!4 or Io cent cotton on or before the 
1896 crop is fully planted. Apparently there 
are many opportunities for investors on the bull 
side as well as tempting chances to secure 
monthly premiums equaling about 34 of a cent 
a pound per year for being short until a new 
crop begins to move, aside from any possible 
decline of spot cotton. 

WHEAT.—Primary receipts to date equal 
about 130,000,000 bushels, against 114,000,000 
bushels last season. Exports to date, about 
61,000,000 bushels, against 74,000,000 bushels 
last year. The ‘‘Daily Bulletin” estimates the 
world’s visible supply at 218,787,100 bushels 
Dec. I, against 209,857,700 bushels Nov. 1, 
1895, and 218,857,000 bushels Dec. 1, 1894. C. 
Wood Davis estimates the world’s crop in 1895 
as 250,000,000 bushels less than 1894, and 98,- 
000,000 bushels less than the present require- 
ments; that Europe’s total crop was I,400,500,- 
ooo bushels, and requirements are 1,603,500,000 
bushels; that the 1805 world’s crop was 2,397,- 
500,000 bushels, against 2,495,500,000 bushels 
in 1894; that the world’s commercial countries 
produced 310,000,000 bushels for export, and 
importing countries will require 408,000,000 
bushels. A bear friend estimates the crops of 
wheat, maslin and rye for 1893-4-5 as far ex- 
ceeding annual consumption, and says the corn 
crop is taking the place of small grain bread in 
many parts of the world. Spring wheat centres 
in the Northwest are sending millions of bush- 
els to winter wheat storage centres. A year ago 
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Chicago drew wheat from many winter wheat 
states for storage purposes. New points west 
of the Missouri River are sending wheat to 
Texas. Minneapolis is sending wheat to St. 
Louis for storage uses. Beerbohm’s ‘‘Evening 
Corn Trade List” reports the world’s visible in- 
crease about 10,000,000 bushels in November, 
against about 7,000,000 bushels the previous 
November: that the Russian rye crop is 712,- 
000,000 bushels, against 796,000,000 bushels in 
1894,and wheat 40,000,000 bushels less than 1894; 
that Russian and Black Sea shipments from 
Aug. 1 to Dec. 2 were 69,880,000 bushels, 
against 53,232,000 bushels a year previous. 
Argentine crop estimates vary from about 45,- 
000,000 to 80,000,000 bushels. It is expected 
that the export surplus will be about 50,000,000 
to 60,000,000 bushels, or equal to that from the 
1893 crop. Pacific Coasts exports to Australia 
were never larger, and equal about 1,500,000 
bushels to date, The bears seem to believe the 
visible supply is larger than immediate wants 
for consumption or to supply the speculative 
demand. The bulls predict a short crop in 1896 
in consequence of severe drought, less acreage 
and increased consumption. They say elimina- 
tion of bucket-shop influence and growing belief 
in higher prices may help the market, and that 
there are nine chances out of ten in favor of 
buying wheat. 

Corn.—It is now reported that the Nebraska 
crop is turning out only about half early expec- 
tations, That Kansas will only secure two- 
thirds as much, and that practically there will 
be but little commercial corn from this crop to 
go east of the Missouri River. That some of 
the cotton states will be buyers rather than 
shippers. That itis but a question of time be- 
fore New England and the export demand will 
draw heavily upon the commercial states, where 
they have secured the largest crop ever grown. 
The seven states are furnishing a basis for ef- 
fecting large sales for May delivery in Chicago. 
The bears are also selling freely, doubling the 
pressure and depressing values, and predicting 
25 cents for May corn in Chicago. 

Provisions.—Receipts of hogs now average 
about 15 per cent. more than last season, and 
10 per cent. more than two years ago. Follow- 
ing the cholera scare, this makes packers timid. 
Real hog lard seems to be cheaper than cotton 
seed and lard mixed. Values are encroaching 
upon corn values. The domestic and export 
demand is 25 per cent. larger than a year ago. 
There are many more inquiries from would-be 
investors than fora long time. Lard is excep- 
tionally cheap, ail hog products are very low. 
The corrected amount of lard in the world is 
now reported as 250,000 tierces. Packing from 
Nov. 1 to Dec. 12 equals 2,795,000 hogs, against 
2,840,000 last season. 


Yours truly, 
CLAPP & COMPANY. 


P. S.—The Chicago Board of Trade will ad- 
journ from Monday, the 23d, 1:15 P. M., to 
Thursday, 9:30 A. M. 
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WituiamM A. Camp. 


We regret to announce the death on Tuesday, 
December roth, at the Madison Avenue Hotel, 
of William A. Camp, the veteran ex-manager 
of the New York Clearing House. 

Mr. Camp was born in Durham, Conn., in 
1822. His father was a merchant, and for 27 
years the cashier of a bank in Middletown, 
Conn. Mr. Camp received a common school 
education, and early in life developed an apti- 
tude for figures. He was engaged as a young 
man in the drygoods business in Middletown, 
Conn., and afterwards as a wholesale dry goods 
merchant in this city. Then he entered the 
Importers and Traders’ Bank in this city, when 
it first started, as discount clerk—he received 
the subcriptions to its capital stock—and after- 
wards, for nearly a year, was employed in the 
Artizans’ Bank. At the closing of that bank in 
1857, he went to the clearing house. At that 
time the clearing house was situated in the 
basement at No. 14 Wall street. From there it 
moved to No, 82 Broadway; then, in March, 
1858, to the Bank of New York building, and on 
June 17, 1875, to the cornerof Pine and Nassau 
streets. Mr. Camp’s connection with the clear- 
ing house embraced a period of thirty-five 
years. He entered the institution as assistant 
manager, seven years afterwards he was made 
manager, succeeding George D. Lyman, its first 
manager, in 1864, and he held the latter office 
uninterruptedly until his retirement on half pay 
in 1892. 

Mr. Camp was a member of the New York 
Chamber of Commerce, the Union League 
Club, and the New England Society, a trustee 
of the American Institute, honorary member of 
the Lawyers’ Club, and also a member of St. 
Thomas’ Protestant Episcopal Church. He 
served for some time as a member of the art 
committee of the Union League Club, and was 
chairman of the art committee of the Palette 
Club. 

Mr. Camp married Harriet B. Taylor, daughter 
of a Middletown, Conn., merchant, by whom 
he had one son, William S. Camp, who with 
his wife, survives him. 


THE BANQUE bu PEUPLE. 

The occasional instances of rascality in the 
management of banks are not confined to cases 
on this side of the border. According to press 
dispatches, the meeting of the shareholders of 
the Banque Du Peuple, Montreal, held Decem- 
ber 17th, revealed a deplorable state of affairs. 
The legal adviser admitted that $1,994,000 of 
the bank’s funds had been invested without the 
knowledge or consent of the directors; that 
Clendenning & Co. had overdrawn to the ex- 
tent of $651,000; Lefebvre & Co., $395,000; M. 
Davis, $53,000; Bosquet, cashier of the bank, 
$65,000; and Canada Trading and Shipping Co., 
$75.000. It was also shown that four of the di- 
rectors had overdrawn, one for $75,000 or $80,- 
ooo, another for $78,000,a third for $50,000, 
and a fourth for about $30,000, all this without 
security. 

The auditors say that they were only given 
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twenty hours in which to audit books covering 
transactions amounting to $26,000,000, and that 
the late cashier, who appears to have deceived 
the directors and auditors alike, had explained 
matters to them in a rosy light. : 

A committee composed of five well-known 
financiers was appointed fully to investigate the 
affairs of the bank, with power to call for all 
papers, books, and make all necessary inquiries, 
and reporton January 3. 

J. 5. Bousquet, the former cashier, on the 
other hand, says that the directors have at- 
tempted to shield themselves by making a 
scape-goat of him; that the losses of the bank 
were not made on credits given by him without 
the knowledge of the board, but that the di- 
rectors knew about the affairs of the bank and 
advised him in their management. 


REASONS FOR RETAINING THE GREENBACKS, 


Joseph G. Cannon, of Illinois, the new chair- 
man of the Appropriations Committee of the 
House, furnishes five reasons why a Republican 
Congress will never consent to the retirement 
of the greenbacks. Because 

1. The sentiment of the country is behind 
the greenback, and has been since the war, 
when it did good service. 

2. It is the best possible paper money. 
retire the best and keep the worst? 

3. Itis the only paper money whose sound- 
ness is absolutely unquestioned everywhere in 
the world. 

4. Unlike the national bank note, the green- 
back costs the Government no interest. 

5. The saving of interest annually on the 
more than $300,000,000 of greenbacks in circu- 
lation is more than sufficient to compensate the 
Government for maintaining the gold reserve 
under normal conditions. 


Why 


TheN. Y. Court of Appeals has rendered a decision 
favorable to Erastus Wiman, charged by R.G. Dun& 
Co, with forging an indorsement on a check of the 
firm. There will probably be no further prosecution 
of the case. 


BOOK REVIEWS. 


“Public Obligations, Municipal Bonds,” etc. 
U.S. Mortgage & Trust Co., 59 Cedar St., N. Y. 


This little pamphlet, issued by the United 
States Mortgage and Trust Company, is de- 
signed to convey suggestions of interest to 
communities, public officials, dealers, bankers 
and investors. It points out the danger to in- 
vestors in the present method of issuing muni- 
cipal bonds, quoting recent cases of loss by rea- 
son of loans made by banks upon and invest- 
ment in, forged municipal securities. It sug- 
gests the careful engraving of bonds, their 
countersigning by a responsible trust company, 
a convenient place of registration, facsimile 
of a certificate of legality indorsed on the bond, 
and payment of interest at some convenient 
centre, such as New York. These suggestions, 
if carried out, would doubtless be of great bene- 
fit to investors and invite larger recourse to 
municipal securities as a source of investment. 








